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“many claims, 


some we thought 


hopeless, 


have been 


collected’ 


SLOW ACCOUNTS 


All slow accounts do not go into bankruptcy, a 
W. N. LAWSON, 


but all bankrupts were slow paying accounts Assistant Treasurer, 
Medusa Portland Cement Company, 


before they became bankrupt. Cleveland, Ohio 


Avoid costly charge offs of slow receivables 

An “Approved” 
" " . N. A. C. M. Collection Bureau 
Rgpowred” Gatedion Sunn. Makes Slow Collections Easy. 


by placing your slow accounts with N. A. C. M. 


Use Collection Bureaus “Approved” by the 


_ National Association of Credit Men 
1 Park Avenue — 33 South Clark Street 
New York on. oe ae : ee * IHlinois 











BOXWO 


nN AN “elegant barge” rowed by twelve 4 


white-garbed sea captains, George Wash- 
ington was ceremoniously conveyed from 
New Jersey to New York City for his in- 
auguration as first President. The chairman 
of the Congressional Committee accom- 
panying him was Elias Boudinot who, be- 
fore embarking, had entertained Washing- 
ton and other distinguished guests at 
luncheon at his home in Elizabethtown, 
New Jersey. 

The first owner of the house where Wash- 
ington was entertained—and quite possibly 
its builder—was Samuel Woodruff, wealthy 
merchant and trustee of Princeton College, 
who lived there in the years previous to his 
death in 1768. 

In 1772 Boxwood Hall, as the house was 
thereafter known, was bought by Elias 
Boudinot, the fourth of his name in this 
country. As a lawyer, statesman, patriot, 
scholar and philanthropist, Boudinot was 
one of the most remarkable men of the 
Revolutionary period. As Commissary-Gen- 
eral of Prisoners, he labored to secure 
humane treatment for British captives and 
devoted much time and effort to relieving 
the sufferings of American prisoners of war. 
When Congressional funds were lacking 
Boudinot advanced nearly $30,000 of his 
own money, though he realized that the 
possibility of repayment was dubious. 

During the Revolution the British Com- 
missioner, Lord Robertson, was so ill-ad- 
vised as to approach Boudinot with the 
hint that the choice of a dukedom or 10,000 
pounds a year was available to the man 
who would undertake to settle “the un- 
happy dispute.” Later, trying force instead 
of bribery, the British ransacked Boudinot’s 
home in search of the “great rebel,” but 


fortunately he was attending the Conti- 
nental Congress in which he served three 
successive terms. In 1782 he was chosen 


The metalware by this ornate fireplace is kept gleaming. 






“His - was an exhibition of fervent piety , 


of usefu 


talent, and of extensive benetolence.’ 











Period furnishings are_ being acquired to 
replace those shown originally on exhibit. 


President of the United States in 
Congress Assembled, the highest 
civil office of the pre-Constitution 
government, in which capacity he 
signed the treaty of peace with 
Great Britain. 


Among Boudinot’s many philanthropic 
activities was the education of the Indians, 
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as a result of which a young Cherokee asked 
and was granted permission to adopt his 
name. In his will were many generous be- 
quests including $200 to buy spectacles for 
the poor. 

Boudinot left Boxwood Hall after his 
appointment as Superintendent of the U. S. 
Mint at Philadelphia. The next owner was 
Jonathan Dayton, youngest signer of the 
Constitution, for whom the City of Dayton, 
Ohio was named. 

After serving as a school for young 
ladies, a boarding house and a home for 





aged women, the house was acquired by 
the State of New Jersey. It is now main- 
tained by the State Bureau of Historic Sites, 
still bearing the name of its most illustri- 
ous owner. 

* * * 


The Home, through its agents and 
brokers, is America’s leading insurance 
protector of American homes and the 
homes of American industry. 
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The Home Indemnity Company, an affiliate, 
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Editorial 


A thought for Thanksgiving Day 


T IS a far cry from the Thanksgivings of the Pilgrim Fathers to 

the Thanksgiving day of today.In deep humility and devotion 

they gathered to thank their Creator for the bountiful crops they 
had gathered from stubborn land which had so recently been sheer 
wilderness. Today we are hard pressed to know what to do with the 
bountiful harvest of recent years. 


When we look about the world and see the starvation in the back- 
ward countries and realize what life and hope the surplus food we 
have would mean to them, we wonder whether there isn’t a better 
way to deal with great harvests. We know we can not continually 
make gratuitous distributions, but where the need is so great and 
the supply so generous, surely some method ought to be found by 
which the excess supply could meet with and satisfy that great world 
need, outside of the realm of charity. Have we as a nation, so rich 
in natural blessings, really giventhought or made_ constructive 
plans to transfer the supply to the needful countries on a respectable 
and mutually profitable basis? Let us assume that even a portion of 
the money now used for subsidies or the effort we make to restrict 
production were concentrated on trying to solve this problem. Isn’t 
it logical to assume that a solution would be found? 


And if a way were found or a plan inaugurated, irrespective of 
how simple in its origin, then it would seem we would have cause 
to rejoice and really would have earned ‘the right to celebrate 
Thanksgiving. 

The original Thanksgiving was a prayerful appreciation of a 
bountiful harvest. Can we not in addition make the future Thanks- 
giving a day of thankfulness for having so shared our harvest that 
production will be stimulated in other parts of the world? 


a HENRY een a, 


BXECUTIVE MANAGER 
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WHERE ARE WE GOING, AND WHY? 


my natural inclination is to be 

over-optimistic, to view the 
brighter side of life, disregarding 
the shadows and feeling that, with 
proper caution, almost every pit-fall 
can be successfully by-passed. 
Especially is this true with regard 
to our country. Since its birth, it 
has passed through a devastating 
civil war ang four wars with for- 
eign countries and each time its 
virility, its bountiful God-given re- 
sources and the marvelous inven- 
tive and industrial genius of its 
people have enabled it to grow 
stronger and finer than before. No, 
we have no fear of foreign enemies, 
singly or in combination. Our 
present danger is from within, and 
let me assure you it is a very real 
and present danger. 

Your profession requires that 
you be realistic; that you consider 
and weigh the impact of facts as 
they are, not as one might wish or 
imagine them to be. Therefore, 
I shall confine myself to the dis- 
cussion of realities and what seem 
to be their inevitable consequences. 

Let us consider together three 
matters: first, the present situation 
from an economic and social stand- 
point ; second, the present and prob- 
able future consequences of that 
situation and, lastly granting the 
existence of the condition described 
and its probable or inevitable con- 
sequences, what we, as individuals, 
as a society, and as a nation, can do 
to counteract or reverse it. 


AM not an alarmist. In fact, 
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by ALBERT C. AGNEW 


Vice President and General Counsel 
Federal Reserve Bank of San Francisco 


=. a century ago, a famous 
British historian and _states- 
man, Lord Macaulay, said to us: 

“Your Republic will be pillaged 
and ravaged in the Twentieth Cen- 
tury just as the Roman Empire 
was in the Fifth Century, with the 
difference that in the devastation 
of the Roman Empire the Huns 
and Vandals came from abroad, 
while your barbarians will be people 
of your own country.” 

Lenin, god-father of the Soviet, 
in 1924 wrote: 

“Some day we shall force the 
United States to spend itself into 
destruction.” 

Let us consider these statements 
from the background of what is 
happening today. 

Well, statistics are usually dry, 
but when they concern your budget, 
personal or national, they should 
have careful consideration and ap- 
praisal. In such a case, dry statis- 

tics, like dry martinis, are potent. 


UR present national debt of 

255 billions carries with it an 
annual interest charge—not reduc- 
tion of principal—in the sum of 
$5,450,000,000. This alone is over 
twice the total cost of government 
prior to World War I. At the 
present time, we are spending 
annually for government, more than 
the total cost of the first World 
War—a billion dollars every nine 
days—over $111 millions daily— 
nearly a million dollars every 12 
minutes and $1,400 every second. 


We are spending in one year “more 
than the total value of all life 
insurance companies in 1943, the 
chief nest egg of 70 million people.” 
We are told all the gold mined in 
the world since Columbus discov- 
ered America is worth 40 billion. 
In one year beginning July 1, 1949, 
our Federal Government plans to 
spend 45 billion, or 5 billion more 
than all the gold produced in the 
world in 457 years. The Federal 
Government will spend, during the 
current fiscal year, nearly 23 times 
the amount expended during the 
first year before World War 1, with- 
out any allowance for debt retire- 
ment. We are faced with a current 
Federal deficit of 5.5 billion dollars 
for the current fiscal year (against 
an estimate of 873 million made in 
January of this year), and all this 
in a period of peace and compara- 
tive prosperity. There exists a Fed- 
eral debt mortgage of over $7,000 
on every American family. 

During 152 years, from 1789 to 
and including 1940, a period in- 
cluding four major wars and several 
depressions, the Federal Govern- 
ment spent 167 billion dollars. Dur- 
ing four peacetime years, from 
1946 to and including 1949, the Fed- 
eral Government spent 177 billion, 
or 10 billion more in four years than 
in 152 years. 

In a single month in 1949, the 
peacetime government spent as 
much as the $3,350,000,000 total 
cost of government in the four 
years.of civil war. 
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The total cost of World War I, 
two years, was 31 billion. The 
government now spends more than 
that in ten peacetime months. 


7. proposed expenditures for 
social welfare in 1950 are over 
six billion against three billion for 
1948; those for resources develop- 
ment in 1950 are 4.4 billion against 
2.8 billion for 1948. And so the 
balloon of government outlay goes 
up and up. Politicians who are 
riding the caboose of the gravy- 
train never -willingly allow it to 
stop or even slow down for fear of 
being thrown off at some lonely 
whistle stop. 

We are offered the thesis that 
the budget cannot be cut at a time 
when private spending shows some 
moderate decline, because to do so 
would accelerate deflationary ten- 
dencies. ‘What does this mean? 
Here we are with an economy that 
is still operating at high levels of 
employment and production; with 
a prospective revenue total of 39 
billion, eight times that of 1939. 
Yet we are told we cannot expect to 
balance the budget. It is, of course, 
the essence of the so-called “com- 
pensatory budget” theory that the 
government should “prime the 
pump” by deficit spending and ex- 
pansion of debt in time of depres- 
sion and should reverse the process 
by retiring debt in time of pros- 
perity. If the theory that we cannot 
afford to balance our living ex- 
penses except at the peak of pros- 
perity prevails, then certainly it 
will remain unbalanced most of the 
time and the present huge national 
debt will go higher and higher. How 
long this can go on no one can say, 
but history. is full of examples of the 
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AND WHAT ARE WE DOING ABOUT IT? 


wreckage of currency system re- 
sulting from such insane policies. 


F this huge debt were necessary 
.and inevitable, if the money it 
represents had been and was being 
frugally and wisely spent, we, as 
loyal Americans, would be the last 
to complain. But what do we wit- 
ness? In twenty years the cost of 
operations of the Federal estab- 
lishment has increased from 4 
billion to almost 45 billion; the 
government pay roll has risen from 
600,000 to 2,100,000; the number 
of government units has increased 
from 350 to 1,812; waste, duplica- 
tion and overlapping go unchecked 
in an atmosphere of organizational 
chaos and archaic methods. 

Not many months ago we were 
told that economy was the order 
of the day and that substantial re- 
duction of our national mortgage 
was on the program. But now we 
hear again that old, repudiated and 
discredited cry, “We will spend our- 
selves into prosperity” and more 
of that political buncombe to the 
effect that since we owe the money 
to ourselves, the size of the na- 
tional debt is immaterial. Federal 
debt can only be paid by spending 
less than we collect in taxes or by 
taking the money out of the hides 
of the people through higher taxes. 
Practically speaking, not one cent 
of new wealth is produced by gov- 
ernment. The tax bill in this coun- 
try has almost reached the point 
of diminishing returns and, unless 
we call a halt, will reach the point 
where private incentive is destroyed 
and the risk of new capital is no 
longer attractive because of tax bur- 
dens. The next step is repudiation 
or still further dilution of dollar 


value, followed by economic chaos. 


O far we have dealt with figures, 

but what about the more impor- 
tant if less tangible moral degenera- 
tion of our people which has been 
the inevitable by-product of the 
loose thinking, profligacy and viola- 
tion of fundamental economic 
precepts which, for the past decade, 
we have witnessed in government? 
Fifty-eight per cent, or 83 million 
of our population have had no 
adult experience with a pre-war 
administration. Most of our teen- 
agers have lived their entire lives 
under the cloud of some sort of 
“ism” — socialism, collectivism, 
spendism, waste-ism, tax-ism, or 
Uncle Sam-will-provide-for-you- 
from-the-cradle-to-the-grave-ism. 
They have been taught to spend as 
they go, and take no thought for the 
morrow, to consider frugality an 
out-moded custom and to demand 
more and more pay for less and less 
work. The terms “big and bad” 
have been linked together as inevi- 
tably as “sulphur and molasses,” 
“chills and fever,” “death and 
taxes.” Nor have these soporifics, 
administered in over-doses from 
Washington, been confined to our 
youngsters. 

Many of us oldsters have, per- 
haps unconsciously, come to applaud 
each successive assumption of 
state, local and individual burdens 
and obligations by government until 
we are well on the road to com- 
plete bureaucracy. But we have 
paid for this buck-passing to Uncle 
Sam. Twenty years ago all vari- 


eties of government, omitting Fed- 
eral debt service, cost the average 
family less than $200 annually. To- 
day, the same service costs the 





average family $1,300 annually. 
Mr. Average Citizen today works 
61 days out of each year to pay the 
tax bill and, if the spending meas- 
ures now proposed are enacted, 
another 20 days out of each year 
will be added, or one week out of 
every 30 working days. 

Slowly but surely, over the past 
16 years, we have been approaching 
the so-called ‘“collectivist state.” 
One by one the areas formerly sub- 
ject to exclusive state control have 
been taken over by government. 
Public housing, minimum wages 
and hours, education, social se- 
curity and crop control, are a few 
examples. Socialized medicine is 
next on the proposed agenda. 


OMEONE has said “the ten- 

dency of everything is to be- 
come more so.” This is particularly 
true with the doctrine of states’ 
rights. They have practically ceased 
to exist. Under successive inter- 
pretations by our Supreme Court 
there is practically nothing left that 
may be called intrastate commerce. 
Elevator men and window cleaners 
in an office building have been held 
to be engaged in interstate com- 
merce because, forsooth, the build- 
ing in question is occupied by per- 
sons, some of whom are engaged in 
interstate transactions. The small 
Ohio farmer is fined because the 
wheat he raised and fed to his own 
chickens for consumption at his own 
table constituted wheat in excess of 
what some agency in Washington 
told him he might produce. The 
time may soon arrive when the 
Governor of no one of our so-called 
“sovereign” states will dare blow the 
gubernatorial nose without a permit 
from Washington. Federal control 
and Federal bureaucracy march 
on!! 

There is now pending in the 
Congress a bill designated as S. 281 
and called “The Economic Expan- 
sion Act of 1949.” Companion 
bills have been introduced in the 
House of Representatives. This 
legislation, introduced by a strong 
coterie of so-called progressives in 
the House and Senate, would throw 
wide the doors of the United States 
Treasury to political spoilation. It 
would place the government in com- 
petition with private industry in 
many important lines. It appropri- 
ates 4 billion dollars for Federal 
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meddling with our economy and 
authorizes 11 billion dollars addi- 
tional for public debt transactions 
in the form of guaranties, loans 
and other financial commitments. 
No strings of any consequence are 
placed upon the expenditure of this, 
your money and mine. Vocational 
training at government expense, 
grants of public funds for workers 
desiring to move from a so-called 
“normal” area to a so-called “de- 
pressed” area, an unemployment re- 
serve fund of over 2 billion dollars 
and 4% billion for financing projects 
in economically undeveloped areas 
throughout the world, are a few of 
the highlights. A more perfect pic- 
ture of, or a clearer approach to, 
socialism can not be imagined—a 
pork barrel which, for size and 
opportunity for political “pa,” has 
never been equaled, not even in the 
most decadent years of the Roman 
Empire. This bill, I am told, is 
well sponsored and may be enacted 
into law unless the people awaken to 
its menace. 


ND what of the people? Are 

they awake to the blessings of 
liberty which they enjoy, and alert 
to defend them? Do they realize 
that freedom is not a free gift but 
something that must be eternally 
fought for and defended? The 
figures of the last general election 
give a sorry answer. The success- 
ful candidate for the Presidency 
was elected in 1948 by only a little 
over one-quarter of the Americans 
old enough to vote—16 per cent of 
our total population. Of 72 million 
people in this country qualified to 
vote, there were nearly 23 million 
who did not vote in 1948 because 
of indifference or inconvenience. 
Those who ignored their precious 
right of franchise constitute over 95 
per cent in number of those who 
actually voted for the successful 
candidate. In contrast, the vote 
cast at the so-called “free elections” 
in countries dominated by Russia 
has run as high as 92 per cent of the 
qualified voters. 

Can we say that our people are 
worthy of free institutions while 
situations such as this continue? Can 
we, in fact, truthfully say that we 
have each done our utmost to rem- 
edy this frightful apathy on the 
part of our people as to who shall 
govern us? And if not, are we who 


value our birthright and recognize 
the consequence of such apathy, 
much less to blame than those who, 
through ignorance or laziness, fail 
to express their free choice on elec- 
tion day? I think not. 

To account for deficiencies and 
failures such as I have mentioned, 
I fear we are quite too prone to 
“pass the buck.” The tendency is 
to blame Congress and the State 
legislattres, or the party in power, 
for whatever we find in the way of 
extravagance or maladministration. 
It is true, no doubt, that much of 
the unwisdom emanating from 
Washington and our State legisla- 
tive halls can be laid-at the door of 
pressure blocks. Labor, certain seg- 
ments of business, the veterans’ or- 
ganizations, the farmers and the 
office holders, all represent groups 
with special problems, well-organ- 
ized and paid lobbies, and all seek- 
ing special benefits and privileges 
for their members. But collectively 
these blocks represent only a portion 
of the total, and ways must be 
found to counteract and balance the 
terrific pressure they bring upon 
our representatives if our govern- 
ment. is not to degenerate into one 
run for special interests of the few 
at the expense of the many. As ex- 
President Hoover well said in his 
recent Palo Alto address: 

“Aggression of groups and 
agencies against the people as a 
whole is not a process of free men. 
Special privileges either to busi- 
ness or groups is not liberty.” 


OW, then, what of the present 


and probable future conse- 
quences of the matters to which I 
have referred? First and foremost 
I place the loss of self-reliance, 
independence and mental integrity 
on the part of our people. If you, 
as an individual, were faced with 
an exceedingly heavy debt which, 
for the payment of interest alone, 
required your best effort, and you 
suddenly saw your income some- 
what reduced, it is unlikely that you 
would try to solve your problem by 
borrowing more and continuing to 
spend at an accelerated rate. In- 
stead, you would work harder, re- 
duce expenses and save more so 
that you could pay interest and 
something on principal, based on 
your smaller income. Certainly, you 
would not consider that your prob- 
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lem would be made easier by buying 
a Cadillac and taking a trip to 
Europe on borrowed funds. Yet 
that is the apparent philosophy of 
many now in Washington. 

The legislation introduced and 
the debates conducted in the 81st 
Congress indicate quite clearly what 
is happening. It is proposed that 
every legal limitation upon political 
extravagance be removed and the 
wealth of the nation, whether in 
personal hands or not, be thus 
squeezed from a cornucopia that is 
supposedly inexhaustible. We hear 
talk of a budget crisis. Were it 
only that, it would be bad enough, 
but it goes far deeper. There is a 
budget crisis only because there is a 
moral crisis and only because people 
everywhere, high and low, have been 
taught to believe that the way to 
prosperity is through indiscipline 
and abhorrence of frugality ; the re- 
jection of all the moral law on which 
the greatness of this country was 
founded and on which its permanent 
well-being must rest. 

“The people never give up their 
liberties save under some illusion,” 
said Edmund Burke, but surely 
they ought not now to be under 
any further illusion in this country 
as to the necessity for applying the 
brakes. We must realize that 
habitual “deficit financing” is, in 
fact, a slow approach to statism, 
one step removed from communism. 
America is a commercial empire. The 
solvency of its institutions and the 
sanctity of its commitments are the 
bulwarks upon which civilization 
depends. Its productivity is the 
supreme defense against com- 
munism and the hope of that por- 
tion of the world still free. Above 
all, therefore, sobriety in financing 
is required and not even Stalin him- 
self is as grave a menace to human 
liberty as reckless “welfare.” 


HEREVER you find politics, 

there you will find “pinks.” 
A “pink” has been defined as “one 
who is too yellow to be red.” He 
only lacks the courage. He is a 
pupil in the grammar grade of 
socialism through which the timid 
communist usually travels to reach 
“red high school.” These birds, 
and their upper grade classmen, the 
“commies,” would sell us down the 
river for generations to come in re- 
turn for a kind word from Moscow 


OVER THE HILL TO THE POORHOUSE 





and a remote hope of being a com- 
missar after the long-hoped-for 
revolution. For them the job of 
undermining our economy, subvert- 
ing our institutions and bamboozling 
our people with their Moscow hog- 
wash is a 24-hour full-time job. 
And they have made some progress 
toward these ends. 


EAR what the Hon. James F. 

Byrnes, former Secretary of 
State under Roosevelt, said in an 
address delivered at Washington 
and Lee University on June 18th of 
this year, as quoted by the Asso- 
ciated Press: 

“We are going down the road to 
Statism. Where we will wind up 
no one can tell. But if some of the 
new programs seriously proposed 
should be adopted there is danger 
that the individual — whether 
farmer, worker, manufacturer, 
lawyer or doctor—will soon be an 
economic slave pulling an oar in 
the galley of the State.” 

Hear, too, what the Hon. Harry 
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F. Byrd, Democratic Senator from 
Virginia, said in an address deliv- 
ered before the Chamber of Com- 
merce of the United States on May 
4th of this year: 

“TI have never seen, in the entire 
sixteen years I have been in the 
Senate, such a well-defined, well- 
planned effort irrevocably to com- 
mit this country to state socialism 
as exists in the Congress of the 
United States today. Never have 
I seen it as aggressive, as impul- 
sive and as anxious to institute 
these things in the body politic of 
this nation, to remain there for 
ever and ever.” 

And please remember, my friends, 
that once the dead hand of govern- 
ment affixes itself to our body 
politic, it is never released. Socialist 
experiments are equipped with only 
one gear shift, forward, never in 
reverse. Trying socialism in any 
form is like trying pregnancy—the 
trial is a commitment for all fore- 
seeable future time. 

(Continued on page 28) 





The Need to Recognize 


CHANGING PRICE LEVELS 


HE purpose of my discussion 
i is to emphasize the ever pres- 

ent need for business to take 
stock of the effects of economic 
changes ; also to suggest steps which 
will give recognition to changing 
price levels in depreciation pro- 
visions in order to reflect corporate 
income accurately. 

It will be unfortunate indeed if 
the interest in this subject is per- 
mitted to die out because of the 
apparent leveling off of prices ac- 
companied with some price declines. 
The extent to which prices change 
has no bearing upon the basic con- 
cept that changing price levels must 
be recognized in depreciation pro- 
visions if true income is to be re- 
flected and if the capital which is 
necessary to operate the business is 
to be preserved. 

It is quite obvious that under 
severe price changes, the necessity 
for means of preserving capital is 
more critically evident. However, 
we should not be lulled by leveling 
off of prices or price recessions and 
fail to develop procedures which 
will respond to existing conditions 
at all times and thus be unprepared 
for those periods when severe price 
changes become effective. 


ODAY, corporate profits have 
become the battleground for 
three groups—labor, stockholders, 
and the advocates of price reduc- 
tions. All clamor for a larger dis- 
tribution or a reduction of profits 
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In Determining Depreciation 


by H. T. McANLY 


Resident Partner, Ernst & Ernst, Cleveland 


and the direction of distributions 
toward wages or dividends or price 
reductions, depending on the point 
of view of those who do the clamor- 
ing. The pressures built up are in- 
evitably transferred to management, 
where, as you know, the squeeze is 
now on. Such pressures are fur- 
ther intensified by the ever present 
threat of the penalty tax on unrea- 
sonable accumulations of surplus 
imposed by Section 102 of the 
Internal Revenue Code. 

It is essential, then, that manage- 
ment should recognize this situation 
and consider it carefully in formu- 
lating financial policies. To do that, 
we must realistically appraise cor- 
porate income to see that the eco- 
nomic changes are fully reflected 
in the financial statements of their 
organizations. There seems to be 
general agreement on the need for 
giving serious consideration to this 
problem, but unfortunately there 
has as yet been no general agreement 
on a solution. It would seem that 
a great many economists and ac- 
countants have overemphasized 
what appear to them to be insur- 
mountable obstacles, and many of 
them appear to take a somewhat 
defeatist attitude toward the really 
important objective—an equitable 
means of getting tax relief. 


O illustrate the concealed dissi- 
pation of capital occurring in 
most businesses today, I would like 
to repeat a very simple example 


which the late Mr. Sunley (well- 
known author on accounting sub- 
jects) and I, used in an article pub- 
lished in the October 1947 issue of 
the “Controller” entitled “Preserv- 
ing of the Integrity of Equity Cap- 
ital.” Let us assume that a company 
purchased a machine in 1935 for 
$1,000 ; that the machine is scrapped 
in 1947 without any salvage value; 
and that the index of prices in 
1947 is 180 as compared with 100 
in 1935. A rise in the index from 
100 to 180 is equivalent to saying 
that the value of the dollar has drop- 
ped from 100 to 55 cents. 

If this company has been fol- 
lowing conventional _ straight-line 
depreciation methods and has esti- 
mated the life of the machine cor- 
rectly at twelve years, it will have 
recouped in the sale of its products 
$1,000 of depreciation, or the orig- 
inal purchase price, by 1947. This 
balances off the account for the 
machine on the company’s books, 
but that is all. To compensate for 
the fall in the dollar to 55 cents, 
the company actually should have 
recovered $1,800 to have the equiva- 
lent of the $1,000 of 100-cent value 
it invested in 1935. Looking back- 
ward from the vantage point of 1947, 
it is apparent that during this 12- 
year period, the company has over- 
stated realized earnings and has 
depleted the capital required to 
continue as a going concern by 
$800.00. 

The under-investment of capital, 
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which is linked to the asset in which 
it is invested, should be recovered 
over the period of the useful life 
of the asset. Since the amount of 
the under-investment changes from 
time to time, in accordance with 
changes in the price index, the ac- 
crued amount charged to past opera- 
tions must be adjusted for balance 
sheet purposes. 


IS situation of overstated earn- 

ings and depleted capital in pe- 
riods of high price levels, strikes 
at the very roots of our national 
economy; it should concern us not 
only as representatives of manage- 
ment but also in our most funda- 
mental role as American citizens. 


Specifically, in our determination 
of taxable income, we need a prac- 
ticable means of providing for de- 
preciation on a current price level 
basis for that portion of physical 
property which expires during the 
year. 

It must be recognized that exist- 
ing practice concerning depreciation 
operates fairly only when there is 
no change in the purchasing power 
of the dollar during the life of the 
asset. Since this situation cannot 
ever be expected to exist, our pres- 
ent tax policies with respect to de- 
preciation are entirely unrealistic 
and today industry is reporting 
taxable earnings and paying taxes 
which fail to recognize the present 
cost of plant and property and an 
adequate recovery of these values 
through depreciation. 


The suggestion that acceleration 
of cost write-offs is a satisfactory 
alternative solution in the preven- 
tion of capital impairment is ex- 
tremely misleading. The recognition 
of more equitable annual quantities 
of depreciation is sound insofar as 
it goes, but unfortunately it is a 
far cry from the whole solution to 
the problem of capital impairment, 
for it completely ignores the basic 
problem of providing the necessary 
funds for reinvestment in assets 
in order to continue operation. The 
mere fact that recent additions ac- 
quired at fairly high price levels 
are being amortized over a fairly 
short period does not give any con- 
sideration for the basic need of pro- 
viding for the replacement of assets 
which are wearing out and which 
were acquired in earlier years. 


HUS this suggested acceleration 

of write-offs to the extent that 
they can be justified, is only a par- 
tial approach to a realistic determi- 
nation of profits which will actually 
be realized during a period of high 
activity in which these assets are 
used and for which they were ac- 
quired. In effect, it gives recogni- 
tion only to writing off the cost of 
expanded facilities against a short- 
ened future period in which they 
will be utilized. 


This method merely justifies the 
proper portion of depreciation on 
cost to be absorbed annually. It 
bears no relation to and thus utterly 
fails to cover the inadequacy of the 
purchasing power of the funds being 
recovered through depreciation to 
cover the future replacements at a 
higher or lower cost level which 
will be required to keep the business 
on a going-concern basis. This ac- 
celeration of write-offs of cost is 
merely just what it implies—an ac- 
celeration of the quantity of cost to 
be written off and offers no solu- 
tion at all to our basic problem 
resulting from changing price levels. 


It has been pointed out by those 
who do not as yet desire to intro- 
duce into accounting procedure the 
recognition of a higher or lower 
replacement cost in providing for 
depreciation, that we went through 
a period of writing up assets in the 
twenties and writing down assets in 
the thirties which more or less sub- 
stantiates their contention that the 
present emphasis to again give 
recognition to present price levels 
for depreciation purposes is unwar- 
ranted. 


NFORTUNATELY, in the 

twenties when many balance 
sheets were adjusted to reflect 
“sound values” (that is, current re- 
placement less accrued deprecia- 
tion), the so-called appreciation over 
residual cost value was credited to 
“Appreciated Surplus” and in many 
cases, neither the past accumulated 
earnings or the future earnings 
were charged with accumulated and 
future depreciation on the current 
replacement costs. Some companies 
in a sense merely took advantage 
of the increase in replacement costs 
of existing assets as an appreciation 
of surplus using the re-stated asset 
values as collateral on long term 
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loans—but the effect on past and 
future earning power certainly was 
not emphasized if mentioned at all. 
If the difference between the re- 
placement cost and the original book 
cost had been credited to an Un- 
realized Excess of Replacement 
Cost over Cost Account—not ap- 
preciated or any other kind of a 
surplus account, and if the addi- 
tional depreciation accumulated on 
the replacement cost over the book 
cost reserve had been removed from 
“Earned Surplus” with provisions 
for future depreciation on the re- 
placement cost being charged against 
current earnings, we would not be 
subjected to the criticisms now being 
made, in retrospect, of the policies 
adopted at that time. 


The adjustment of the reserve 
covering the accumulated deprecia- 
tion represents an adjustment of 
accumulated earnings or earned 
surplus. Also no surplus is created 
by merely re-stating asset accounts 
at higher amounts. These amounts 
merely represent higher deferred 
charges to be recovered in future 
operations as the assets are used up. 
No realization takes place of this re- 
quired capital needed to continue the 
existing assets until it has been re- 
covered out of future income. 


— the adjustment of cap- 
ital asset value in the balance 


‘sheet is, of course, important, our 


primary concern is a recognition of 
the change in the purchasing power 
of all funds being recovered in de- 
preciation. The adjustment in the 
depreciation provision represents a 
reserve to prevent capital impair- 
ment. Any method used to deter- 
mine only the annual quantity of 
cost to be written off, falls short of 
this mark ; thus whether the straight- 
line method, the diminishing-balance 
method, the production method, or 
any other method of cost write-off 
is employed, the cost written off 
should be adjusted to the current 
purchasing power of the dollar in 
order to make proper provision for 
continuous operation without capital 
impairment. 

The determination of the depre- 
ciation adjustment at the end of a 
fiscal year to the current dollar’s 
value, applies to the depreciation 
accumulated to date, thus, in effect, 
correcting the estimate set up at 


9 





the beginning of the year if the 
index has changed. In other words, 
in the corporate income determina- 
tion, the amount of the adjustment 
can include not only the adjustment 
covering the provision for the cur- 
rent year, but can cover the adjust- 
ment of all prior years. For ex- 
ample, if at the beginning of the 
year, there was accumulated a re- 
serve for depreciation on cost of a 
half million dollars and the index 
at that time was 200, we would have 
set up an additional $500,000 out of 
earnings to date. (We are assuming 
that the assets we are writing off 
were all acquired when the index 
was 100). Thus, our earned sur- 
plus would have been reduced by 
this $500,000 and the reserve to 
prevent capital impairment would 
stand at $500,000. 


i the end of this year, let us 
assume that the index is 300 
and that the depreciation provision 
on cost for the year is $100,000. 
Applying the index to the $100,000 
would give us $200,000 additional 
depreciation on the provision for 
the year. However, the cost re- 
serve would be increased from 
$500,000 to $600,000, and applying 
the index on the accumulated depre- 
ciation to date, we should have re- 
served out of profits to date $1,200,- 
000 additional depreciation. 

Thus, corporate-wise, we should 
have a reserve to prevent capital 
impairment covering additional de- 
preciation of $1,200,000, $500,000 
of this amount representing an ad- 
justment of the reserve accrued at 
the beginning of the year. Thus 
the reserve to prevent capital im- 
pairment would actually be increased 
$700,000 over the reserve computed 
at the beginning of the year. How- 
ever, the amount applicable to the 
provision for the year would only 
be $200,000 and the balance applies 
to prior years, the taxes on which 
have been settled. 

When we approach the final step 
of introducing the depreciation ad- 
justment into the determination of 
taxable income, we ought to bear 
certain factors in mind. In the first 
place, it may be unreasonable to 
expect tax relief retroactively, cov- 
ering the adjustment representing 
the accrued deficiency existing in 
the accumulated depreciation pro- 
visions. Such adjustment can, of 
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course, be provided for out of sur- 
plus or past corporate earnings. In 
the second place, we must keep in 
mind, in our attempt to develop a 
practical formula to provide tax 
relief on current and future earn- 
ings, that we are starting in mid- 
stream. 


AXABLE income determined an- 

nually after an equitable adjust- 
ment of the year’s depreciation on 
cost cannot, therefore, be expected 
to coincide with the annual changes 
of accumulated earnings in earned 
surplus which properly must take 
into consideration the adjustments 
of all accumulations of depreciation 
provisions covering prior years as 
well as the current year. In the 
third place, we should remember 
that we are seeking not necessarily 
a perfect answer, but a workable 
plan which coincides in a measure 
with other provisions in the tax law 
in which it has been necessary to 
adopt somewhat arbitrary measures 
in order to be realistic and prac- 
ticable in the determination of tax- 
able income. 


ITH these factors as the basis 

of my thinking let me go on 
to suggest a method by which we 
can avoid, to some extent, further 
capital erosion through inequitable 
income taxation methods. Stated in 
simplest terms, we need a yardstick 
or index to measure the change in 
purchasing power of funds recov- 
ered through depreciation and a tax 
policy which thus takes this changed 
purchasing power into considera- 
tion. Basically, this could be at- 
tained by having a government 
agency publish an over-all index 
covering the approximate changes 
in the purchasing power of the dollar 
during the past forty or fifty years. 
The wholesale commodity B. L. S. 
Index now available should be ac- 
ceptable. This index could be used 
by all taxpayers to adjust the annual 
cost depreciation provision as com- 
puted on the basis in use by the 
specific company (whether straight- 
line, diminishing balance, produc- 
tion method or any form of acceler- 
ated basis), to determine an addi- 
tional amount to be allowed as a 
tax deduction. This additional 
amount would represent a reserve 
to prevent capital impairment of a 
going concern and would not be 


credited as accrued depreciation 
against the cost of the assets. 

Before we analyze the way in 
which this method would operate, it 
seems best to raise the question of 
whether any precedent exists for 
this method as a practical approach, 
and to examine some of the objec- 
tions that have been raised con- 
cerning it. 


_ is precedent for a realistic 
tax policy toward depreciation in 
the Last-in, First-out principle of 
inventory pricing in the computa- 
tion of taxable income. This prin- 
ciple is essentially a preventive 
measure against the inflation of 
profits-on-paper resulting from ex- 
cessive inventory valuation in a pe- 
riod of rising costs. It eliminates 
the levying of tax on inflated profits 
which would result from writing up 
the continuous necessary inventory 
investment to current values. Thus, 
as inventories are turned over, the 
latest current replacement costs in- 
curred are charged against operating 
income and the balance sheet value 
of the inventory is carried at a 
constant price levei. While the 
means for providing depreciation 
on a current price level basis on 
physical properties is admittedly 
more difficult and less tangible than 
dealing with inventories, this is cer- 
tainly no justification for ignoring 
a reasonably accurate solution. 

In approaching a method for tax- 
relief on depreciation, we need not 
concern ourselves with specific re- 
placement values since we are merely 
seeking a practical means to adjust 
the funds—the dollars—which are 
being recovered through deprecia- 
tion provision to their present pur- 
chasing power. We must recognize 
that the estimated life of an asset 
which determines the annual write- 
offs is not an exact determination 
but represents only reasonable 
judgment. The degree of accuracy 
of the index used in such adjust- 
ment is also not of paramount im- 
portance as long as reasonable recog- 
nition is given to the decline in 
value of the dollar and as long as 
the same index is made available to 
all taxpayers. 


HE objections to the use of a 
more or less arbitrary index in 


adjusting allowable depreciation 
provisions have centered around the 
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idea that this'is a deviation from 
the generally allowed practices of 
permitting only actual costs incurred 
as income tax deductions. Yet there 
are a number of present practices 
which have been found necessary 
in a sound approach in income 
determination that do deviate from 
the use of actual cost incurred in 
computing equitable allowable de- 
ductions in the computation of tax- 
able income: 

Specific percentages of income 
are allowed for depletion in com- 
puting the taxable income in the 
production of oil and minerals 
which have no relation to any 
write-off of cost of properties or 
acquired assets. 

Even the theory of lower of cost 
or market permits the company to 
write down a value to market al- 
though these actual values have not 
been introduced into the company’s 
records in trading transactions as 
of the date of the fiscal year. 

In the application of the Last- 
in, First-out principle for the re- 
tailer, in order to permit the re- 
tailer to have the same opportunity 
to carry his continuous necessary 
inventory investment at a frozen 
price level as taxpayers in busi- 
nesses with less complex inven- 
tories, the Bureau of Labor Sta- 
tistics now publishes indices 
covering the price changes in 
classifications of merchandise which 
the retailer is permitted to use in 
the computation of taxable income 
to reduce the current value and 
thus write off against income the 
latest replacement costs incurred. 


NOTHER objection which has 
been raised about permitting 
additional depreciation because of 
the decline of the dollar, is that this 
same opportunity should then be 
afforded individuals who dispose of 
bonds or other investments; these 
individuals realize current dollars, 
which might show a loss when meas- 
ured against the purchasing power 
of the original investment. Basic- 
ally, however, there is a vast dif- 
ference between a completed trans- 
action such as the sale of bonds and 
the operation of a going concern 
which must reinvest in plant and 
inventories as the items are used 
up in the operation of the business. 
Let’s see how the proposed 


(Continued on page 28) 
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A Challenge to Management 


security is the very antithesis of what has made America great 

. .. Management is a profession requiring for proficiency, not 
only initiative, imagination, courage and judgment, but more years 
of training than a doctor spends in medical school or a lawyer in law 
school . . . Their (good managers’) source and type may best be 
judged by the fact that a recent survey indicated that the 143 top men 
who manage the fifty largest businesses in the country started work 
before or after the first world war at an average wage of $13.40 a 
week and, because of their ability, ambition, industry and aggressive- 
ness, climbed rung by rung to their present positions of responsi- 
bility . .. In my opinion, management is challenged by a great crisis 
in the affairs of our country and of the world to disregard the dis- 
couragement, diminishing incentive, and even abuse under which 
management has, in recent years, been laboring and to recognize our 
obligation, not only to do a still better job of managing the affairs 
of our own business, but, in addition, to take a position of aggressive 
leadership in the direction of the affairs of our country by our con- 
tribution to the economic education and thinking of the people... 


you and I have a job to do and we had better start doing it. The 
pressing nature of the job is emphasized by the success which 
political demagogues have had in selling the silly notion that the gov- 
ernment can provide the people of the country with easy jobs, a higher 


S TABILITY is too easily confused with static security, and static 


_ standard of living, and economic security out of income derived either 


from some mysterious and inexhaustible source or by taxing a myth- 
ical somebody else. Knowing how gullible most of us are when offered 
the pleasant prospect of something for nothing, the advocates of a 
centralized and planned economy have made dangerous progress in 
seducing millions of Americans into believing that they should sell 
their birthright for a mess of pottage and exchange their personal 
liberty and individual opportunity for a promise of security to be 
provided by the Federal government... 

We must throttle whatever impulse we may have to seek peaceful 
seclusion or to concentrate wholly upon the immediate affairs of our 
own job and, realizing the vital issue at stake, enlist for the duration 
of a knockdown, drag-out fight for the things we believe to be true and 
for the principles we believe are essential to the future welfare of our 
country. Nothing less will be effective and nothing less is worthy of 
the men we claim to be. Our adversaries are not only determined but 
unhampered by any regard for consistency or truth, and timid or half- 
way measures will not suffice. Those of us who still have faith in 
democracy have got to abandon the idea of letting George do it and 
have no choice but to devote ourselves with all our hearts and souls 
to helping democracy work. If we do not, democracy and individual 
liberty and opportunity will soon be lost. . . 


: us stubbornly refuse to be smeared by the misuse of words to 
which others have, for one reason or another, cunningly imputed 
an evil or sinister meaning. Boldly claim the right to be considered a 
conservative, if by conservative is meant one who sees in the American 
system of individual freedom and opportunity much that is so precious 
that it must at all cost be conserved or saved—and disclaim the dubious 
honor of being considered a liberal, if by liberal is meant one who, in 
return for the votes of the unthinking and unwary, is willing to be 
liberal with what has been earned and saved by somebody else. The 
problems of the country cannot be solved by attempting to discredit 
those who, in good faith, have opinions contrary to others but by a 
careful, open-minded study of the facts of the case. 


—LeRoy A. Peterson, President, Otis Elevator Company, from 
an address before the 30th International Cost Conference of 
the National Association of Cost Accountants June 20. Reprinted 
by permission of the NACA. 





Fidelity Bonds Mean 


by WALTER L. FLYNN 


INDEMNITY 


For Employee Embezzlements 


Manager, Research Department, National Surety Corporation, New York 


HEN a business execu- 
tive discovers that one 
of his trusted officers or 


employees has embezzled some of 
the firm’s or corporation’s money, 
it creates a feeling of distress and 
uneasiness. Sometimes the result is 
tragic for the employer as well as 
the dishonest employee. While there 
is nothing, except time, to replace 
the lost faith in human nature or 
the attendant distrust such a hap- 
pening creates, every business execu- 
tive should know of the various 
forms of corporate fidelity bonds 
which are available to him. Their 
existence has saved many firms and 
corporations from financial ruin and 
by the same token, the absence of 
fidelity bonds and the lack of knowl- 
edge about them has resulted in 
some firms or corporations going 
into bankruptcy when a substantial 
dishonesty loss is committed. 

The bonding company records 
reveal that dishonest employee 
losses are on the increase both as to 
frequency and amount. They fur- 
ther show that many of the dis- 
honesty losses far exceed the amount 
of the fidelity bond carried on the 
dishonest employee. This fact indi- 
cates that the business executive 
has not taken into consideration an 
increase in the employee’s respon- 
sibilities, authority or he has under- 
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estimated the possible amount of 
dishonesty loss, which the employee 
might cause, in deciding upon the 
amount of fidelity bond to pur- 
chase. 

Not only has there been an in- 
crease in the losses, but many dis- 
honest employees have been able 
to successfully conceal their thefts 
for longer periods of time. 

These facts stress the need for 
fidelity coverage today. 


HO should determine the 

form and amount of fidelity 
coverage to purchase? The em- 
ployer, of course, should finally 
determine the amount and form of 
fidelity coverage to purchase but 
he should seek advice and recom- 
mendations from competent sources 
available before he makes the deci- 
sion. 

First he should call in an insur- 
ance agent or broker and give him 
an outline of the financial set-up of 
his organization, particularly the 
cash exposure, as well as the stock 
or merchandise. He should explain 
the key positions and what authority 
each one carries. If the firm uses a 
C. P. A. he should tell that C. P. A. 
of his desire to purchase adequate 
fidelity coverage and ask the C. P. A. 
for advice as to the amount of cov- 
erage for the various employees. 


He should also consult with any 
credit agency or bank from whom 
his firm borrows money to get the 
benefit of any suggestions or advice 
that such credit men might have 
with regard to proper coverage for 
the various loss- hazards which 
exist. 

Many times the C. P. A.’s or the 
credit men are able to give the em- 
ployer the benefit of sound advice 
based upon their own previous ex- 
periences with dishonesty losses of 
other employers. After the business 
man has obtained the advice of 
C. P. A.’s, credit men and his own 
insurance agent or broker, he should 
be able to reach a sound decision 
as to the amount and coverage of 
fidelity bond he should purchase. 


Forms Available 


Individual Bonds—At the time 
when corporate suretyship made its 
beginning, all fidelity bonds were 
individual in form. They were 
written for a specific employee in 
favor of a particular employer. 
They were written for a period of 
one year and in the early days the 
coverage was generally limited to 
acts of larceny or embezzlement. 
Since then the individual bond has 
been considerably broadened in form 
and is still available to the business 
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As a result of the article "What Can Be Done about 
Employee Dishonesty" which appeared in the July issue, a 
number of requests have been received for a further dis- 
sertation on the various types of Fidelity Bonds which are 
available for business men. Mr. Flynn has kindly prepared 
the following article which we are confident will be inter- 
esting and helpful to many of our readers on the very 
timely subject of employee embezzlements. 


man. It is ideally suited for the 
employer who needs to bond only 
one or just a few employees. The 
bond covers the individual employee 
in any position he may occupy and 
is not restricted as to location. 

Schedule Bonds—In the interests 
of convenience and efficiency, both 
for the employer and the surety 
companies, the next fidelity form to 
come into existence was known as 
the Schedule Bond. That form is 
written in two types of bonds, one 
called the Name Schedule Bond and 
the other called the Position Sched- 
ule Bond. 

The Name Schedule Bond per- 
mits the employer to cover a num- 
ber of employees under one con- 
tract instead of having individual 
bonds for each employee. The per- 
sons to be bonded are identified by 
adding their names to the schedule. 
The names of new employees are 
added to the schedule as and when 
they are employed and the names of 
the employees who leave are de- 
ducted. 

The Position Form of bond pro- 
vides protection against the dishon- 
est acts of employees while occupy- 
ing the positions listed for the 
amounts stipulated for each position. 

Primary Commercial Blanket Bonds 
—As a further progressive step and 
for the convenience of employers, 
the surety industry next brought 
into existence the Primary Com- 
mercial Blanket Bond which is par- 
ticularly well suited for large con- 
cerns who have a great number of 
employees. This form covers all 
officers and employees with the 
option of excluding certain classes 
of employees if so desired. 

Blanket Position Bonds — The 


Blanket Position Bond is also a 
standard form and covers all em- 
ployees, no schedule or list is re- 
quired and all new employees are 
automatically covered. 


The bond 


provides separate coverage on each 
employee for a uniform amount, the 
net effect being the same as though 
a separate bond was issued on 
each employee and all of the bonds 
were for a uniform amount. Be- 
cause of this fact the bond permits 
recovery for the full amount of 
the bond on each employee iden- 
tified as participating in a collusive 
loss. In this respect, the Blanket 
Position Bond offers an advantage 
over the Primary Commercial 
Blanket Bond. 

Excess Coverage—Both the Pri- 
mary Commercial Blanket Bond and 
Blanket Position Bond contain 
options which provide for addi- 
tional excess coverage on cer- 
tain designated positions. This ex- 
cess coverage is written as a posi- 
tion schedule forming a part of the 
bond and may be changed as condi- 
tions warrant without disturbing the 
blanket coverage applying to all 
employees. 

Comprehensive Dishonesty, Disap- 
pearance and Destruction Policy— 
Within the past few years the bond- 
ing companies also placed on the 
market a form of multiple protec- 
tion called the Comprehensive Dis- 
honesty, Disappearance and De- 
struction Policy. Under this form 
of coverage an employer may not 
only purchase indemnity for em- 
ployee dishonesty but also protec- 
tion for the loss of money and se- 
curities, within the premises, 
caused by the actual destruction, 
disappearance or wrongful abstrac- 
tion thereof. 

The employer may also purchase 
in the same contract coverage for 
the loss of money and securities out- 
side the premises caused by the 
actual destruction, disappearance or 
wrongful abstraction, while being 
conveyed by a messenger. 

The other coverages, optional, 
in the same contract are for the 
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loss of securities in a safe deposit 
box and he may also purchase check 
forgery insurance which practically 
every employer needs today. 


I ge following little story empha- 
sizes the reason why some em- 
ployers do not carry fidelity bonds 
today. 

Not long ago while interviewing 
an officer of a mercantile corpora- 
tion, I learned that no fidelity bonds 
were carried. Naturally. I was 
curious and made inquiry of the 
officer. His reply, “This concern 
was started about seventy-five years 
ago by one man. He considered 
each employee the same as mem- 
bers of his family and thought it 
was an injustice to bond them.” 

My reply was, “Seventy-five years 
ago when this concern was entirely 
owned by one person, that man 
could do what he wanted with his 
money, but today the concern is a 
corporation, you are an officer and 
as such you owe a duty to the stock- 
holders to protect the finances of the 
corporation.” Today that concern 
has a fidelity bond covering all of 
the employees. 

Employers should look upon fidel- 
ity bonds impersonally as a protec- 
tion for the safety of the finances 
and the stock or merchandise. 
Fidelity bonds strengthen the mo- 
rale of the employees by certifying 
their character and they make an 
employee feel more secure. 


Committee Recommends 
Dropping Word “Surplus” 


The subcommittee on terminology 
of the American Institute of Ac- 
countants has recommended, and the 
recommendation has been approved 
by the full committee on accounting 
procedure, that the term “surplus” 
should no longer be used in account- 
ing. 

The subcommittee stated that use 
of the terms “capital surplus” and 
“earned surplus” can give rise to 
ambiguity and in some cases re- 
dundancy, and that for the ac- 
countant to give a clear picture some 
other term or terms should be de- 
vised. The committee members rec- 
ommend instead some such term as 
“retained income, retained earnings, 
accumulated earnings or earnings 
retained for use in the business.” 
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The advantages of 
FLOOR PLAN FINANCING 


in selling to retailers 


ordinarily associated with the 

automobile and appliance indus- 
tries. Essentially it is a plan whereby 
merchandise is placed on a dealer’s 
floor for sale, with the dealer making 
little or no investment, and a bank 
or finance company advancing the 
necessary funds, with the merchan- 
dise as security under a trust re- 
ceipt. It may be that such a program 
can be adapted to your industry to 
advantage. 

If the ultimate consumer can see 
the merchandise on the dealer’s floor, 
merchandising men know that more 
sales will result. The problem there- 
fore is to get the merchandise in the 
hands of the dealer, but many deal- 
ers, as you well know, do not have 
sufficient capital to permit them to 
carry 2 complete stock of each man- 
ufacturer’s line of merchandise. 
Even if they do have the capital, 
they may be hesitant about carrying 
such a large inventory for a number 
of different reasons, but from the 
standpoint of the manufacturer, it 
has been proved that if his dealers 
are well stocked, the total sales of 
the manufacturer will be increased. 

In addition, manufacturers with a 
seasonal line of merchandise have 
the problem of storing the merchan- 
dise either at the factory or at some 
other place. If they can get the mer- 
chandise in the hands of the dealers, 
they relieve the warehousing prob- 
lem at the factory. 


Tex TERM “Floor Plan” is 


OR YEARS in some industries 
special or dating terms have been 
common, but under these terms title 
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by KENNETH R. WELLS 


Vice-President, American National Bank & Trust Company, Chicago 


to the merchandise is passed to the 
dealer and all the manufacturer has 
is an extended open account. What 
he would like to have is some meth- 
od of putting the merchandise on the 
floor of the dealer and having abso- 
lute title to it until it is sold, plus a 
guarantee that when it is sold the 
dealer will pay for it. 

In addition to trust receipts many 
other methods have been used in an 
endeavor to accomplish the objective 
of putting the merchandise on the 
dealer’s floor for possible _ sale. 
Among these are consignments, field 
warehousing arrangements or con- 
ditional sale contracts. I will review 
briefly these other methods as well 
as trust receipts because there are 
advantages and disadvantages con- 
nected with each of them. 

It should be understood that cer- 
tain risks are involved in any of 
these plans and it is necessary that 
we weigh the risks against the pos- 
sible advantages, not only for each 
manufacturer, but for each of his 
dealers, and then reach a decision as 
to whether or not some such plan 
might be helpful and be worth the 
risks involved. 


IRST, when merchandise is 
scarce, as it has been during the 


war years, there is little effort by the 
sales department to increase dealers’ 
stocks, but as merchandise becomes 
more and more plentiful we find that 
the sales departments ask for some 
plan to permit them to place bigger 
stocks in the hands of the dealer. 
From an economic standpoint, and 
from the standpoint of the financial 
condition of the manufacturer, this 
may not be the best time to extend 
credit to finance such operations. 
This is not always true of seasonal 
merchandise. I believe that if the 
method used merely increases deal- 
ers’ stocks without producing a cor- 
responding increase in sales, the idea 
is fundamentally unsound. 

Secondly, although in the auto- 
mobile industry it has been custom- 
ary for lenders to extend this type of 
credit on their own responsibility 
without any liability attached to the 
factory, the lenders are becoming 
more cautious and have curtailed 
many lines of credit to automobile 
dealers, particularly on _ certain 
makes of cars. In the appliance field 
they are quite reluctant to extend 
this type of credit without some un- 
derlying agreement or arrangement 
with the manufacturer whereby the 
manufacturer assumes part of the 
risk. 


This is the text of an address delivered before the Hard- 
ware Manufacturers Group during the 53rd Annual Cred- 
it Congress at Atlantic City, N. J., on Tuesday, May 17. 
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The third point is that, remember- 
ing our objective is to put merchan- 
dise on the floor of the dealer with 
full permission for him to sell it, in 
fact, it is our hope that he does sell 
it, there is no satisfactory system 
available to completely protect the 
creditor. Essentially what we do is 
to try to tie a string to the merchan- 
dise so that we exercise some con- 
trol over it from the legal standpoint, 
as against other creditors. Unfor- 
tunately, the dealer has the scissors 
with which he can cut the string, 
and when he does, we lose control of 
the merchandise. If you place mer- 
chandise on the floor of the dealer 
for sale, and he sells it to an innocent 
third party, he passes good title to 
the buyer and your lien instrument is 
worthless. You may have an action 
against the dealer for violation of 
contract, or in some cases for fraud. 


If you do not give the dealer con- 
trol of the merchandise, you defeat 
your objective to some extent, al- 
though there is a compromise ar- 
rangement where you have a war 
housing plan, but there are objec- 
tions to this which I will mention 
later. 


|X VIEW of all this, why should 


anyone want to take these risks? 
The answer, of course, is that the 
pressure is on from the sales depart- 
ment to get the merchandise out into 
the field where it can be sold. As- 
suming that, as manufacturers, we 
have decided to do some of this bus- 
iness, what methods are open to us? 


Consignments are an old and es- 
tablished way of reaching our ob- 
jective. From the standpoint of the 
manufacturer, a consignment per- 
mits the dealers to carry a more 
complete stock and the manufacturer 
can more effectively control the ceil- 
ing price. Some dealers are agree- 
able to merchandise being consigned 
because they avoid risks of dete- 
rioration, obsolescence and price 
changes, and also are protected from 
price cutting by competitors. How- 
ever, manufacturers have found that 
many dealers do not take the same 
interest in consigned goods com- 
pared with stock they own. They are 
less careful about protecting con- 
signed merchandise and they dislike 
filling out the necessary reports. In 
addition, the manufacturer may find 
that he is considered to be doing 
business in the state in which the 
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consigned stock is located and there- 
fore be subject to all of the local 
regulations and taxes. 


Field warehousing is another 
method, and is becoming more ac- 
ceptable to manufacturers as well as 
to the dealers. The big obstacle to 
this method of flooring merchandise 
is that the area in which the mer- 
chandise is located must be physi- 
cally separated and clearly marked. 
This is usually done by storing the 
merchandise in a separate building 
or room, or creating a separate area 
by a fenced-off arrangement. As a 
way to handle reserve stock inven- 
tories it can be a very satisfactory ar- 
rangement, but it is impractical to 
set up a field warehouse in the aver- 
age retail establishment, particularly 
for small quantities of merchandise. 
Under a field warehousing arrange- 
ment the manufacturer has the mer- 
chandise or he receives his money. 
If the dealer violates the contract the 
warehouse company is responsible. 
This is the fundamental advantage 
of the field warehousing arrange- 
ment over all other methods of floor 
planning. As a result of an increased 
volume of this business the costs of 
establishing field warehouses have 
decreased. Currently some major 
manufacturers are exploring the 
idea with the warehouse companies, 
and I predict that the use of this 
method of stocking dealers will in- 
crease. 


OME manufacturers have used 

conditional sale contracts for 
merchandise sold to dealers, but the 
very nature of a conditional sale 
does not carry with it the idea that 
the merchandise has been sold con- 
ditionally to a dealer who intends to 
resell it. Our ordinary conception of 
a conditional sale is that title is held 
by the seller although the purchaser 
has the use of the item, but the pur- 
chaser is not expected to be in the 
business of selling such items. One 
manufacturer in the construction 
equipment field prefers to use con- 
ditional sale agreements, and his ar- 
gument is that, as between himself 
and the dealer, his title is valid so 
long as the dealer has not sold the 
equipment. He files or records the 
contracts as required by state law 
and claims to prefer this method of 
financing to trust receipts because no 
lender is required to be a party to 
the transaction. The trust receipt, 


however, is much the more common- 
ly used instrument. I believe its 
functions and limitations are too lit- 
tle understood. 


Under the English common law 
the idea of a trust receipt is of fairly 
recent origin. The courts have had 
quite a time trying to determine 
whether the trust receipt was actu- 
ally a different instrument from a 
conditional sale, pledge, bailment or 
chattel mortgage. There was a need 
for an instrument which would rec- 
ognize the peculiar position of a 
lender, usually a bank, who would 
finance goods in transit or while they 
are being processed. The form actu- 
ally was developed in connection 
with the importing business. Accord- 
ing to one case, the trust receipt was 
defined as follows: 

“It is an instrument in writ- 
ing whereby one who has ad- 
vanced money for the purchase 
of imported merchandise, takes 
title and delivers possession to 
the importer upon an agreement 
to hold the merchandise in trust 
for the lender, until the lender 
is paid.” 

Trust receipt transactions ordi- 
narily are three-party transactions, 
and the financing agent is never the 
seller or the original owner of the 
goods. The lender merely takes and 
retains title as security for his in- 
vestment. Title at no time is in the 
trustee, the party who is really buy- 
ing the goods, but passes directly 
from the seller to the entruster ‘or 
lender. 


HE automobile finance companies 

found quite early that this device 
provided an excellent means of fi- 
nancing the flow of cars from the 
manufacturer to the dealer, and 
twenty-five states have adopted laws 
relating to trust receipts. Some of 
these states have gone so far as to 
extend the original three-party trust 
receipt idea to provide for a two- 
party trust receipt, under which the 
seller need not transfer title to the 
entruster but may actually sell the 
merchandise to the dealer and the 
dealer can transfer title to the 
lender and continue to hold the mer- 
chandise under a trust receipt. I 
think I should mention at this point 
that a “trust receipt” has nothing to 
do with trusts and, although it can 
be called a “receipt” it is merely a 

(Continued on page 31) 
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Tuts outstanding book analyzes many 
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search. The problem of cooperation with other 
consumer credit granters through the use of 
credit bureaus and by means of retail credit 
associations is discussed in detail. 


Offers such practical help as: 


In this book a panel of experts 
* explains how 60 typical credit and 
collection problems were solved. Se- 
lected from nearly 300 recent cases, 
those analyzed here represent han- 
dling of credit situations that recur 
in every type of business. They cover 
no less than 32 different lines of manu- 
facturing, trade, and finance, includ- 
ing 8 kinds of retailers, 8 wholesalers, 
18 manufacturers and 2 finance com- 
panies, 
From these cases you get an exact 
knowledge of how successful credit 
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RECENT COURT DECISIONS 


of interest to financial executives 


Reviewed by Carl B. Everberg, 
Assistant Professor of Law, Boston University 


Can a director or officer of a corporation be held per- 


sonally liable? 


CASE just out of the U. S. 
A irene Court, Cohen v. 

Beneficial Industrial Loan 
Corp., 69 S. Ct. (West. Pub. Co.) 
1221, declaring a state statute im- 
posing the strictest responsibility on 
directors of a corporation constitu- 
tional, brings up points of interest 
to credit men. Is a director (or any 
officer) personally liable for corpo- 
rate liabilities to creditors? If a 
claim is uncollectable as to an insol- 
vent corporation, may it, under any 
circumstances, be collected from a 
director or officer of the corpora- 
tion ? 

Aside from statutory provisions 
or separate undertaking, a director 
or officer is not personally liable for 
the debts or contracts of a corpora- 
tion. This is so even though the cor- 
poration may be insolvent. But there 
are statutes imposing personal lia- 
bility on directors for debts of a 
corporation under certain condi- 
tions. These conditions will be men- 
tioned later. 

Although the matter of personal 
liability on the part of directors and 
officers for corporate debts is largely 


regulated by statute, there is, never-. 


theless, a certain common law right 
which may be invoked againt direc- 
tors and officers apart from statute. 
This common law right is that which 
arises on the occasion of the insol- 
vency of a corporation and where 
the directors have been guilty of 
misfeasance while in office. This par- 
ticular right to recover from the di- 
rectors and officers is not inherently 
a right which a creditor has, but is 
a right in the corporation itself. 
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Hence, where the common law right 
is recognized, it is a receiver who or- 
dinarily brings the action against the 
directors on behalf of the corpora- 
tion. Creditors then may indirectly 
benefit from any recovery thus made. 
This liability is not for the debts of 
a corporation technically, but is one 
growing out of tortious conduct of 
directors or agents (officers). 

Some states afford this remedy to 
creditors but only when the action is 
for the creditors as a whole, as in 
the case of a creditors’ suit. The 
tendency in most states which recog- 
nize this remedy is to hold directors 
not liable for poor judgment nor for 
losses due to ordinary inattention, 
but only for fraudulent and wilful 
acts of culpable negligence. Many 
of the states have codified this com- 
mon law right into statutory provi- 
sions; hence, in most states, a credi- 
tor should look to the statutes for 
any remedy against directors and of- 
ficers personally. 


HAT DO the statutes provide 

then? Unfortunately it is very 
difficult to make a general classifica- 
tion of statutory liability on direc- 
tors and officers because the states 
are at the usual variance with each 
other on this matter as they are on 
most legal matters. The most com- 
mon grounds for statutory liability 
are set forth, nevertheless; and oc- 
casionally reference will be made to 
a specific state. 

In some states personal liability is 
imposed upon directors and officers 
for debts incurred ostensibly on be- 
half of a corporation but before the 


urganization of the corporation has 
been consummated in accordance 
with the incorporating Act. A typical 
statute was involved in Brown v. 
Clow, 158 Ind. 403, 62 N. E. 1006. 
There, the statute required the capi- 
tal stock to be paid into the treasury 
within 18 months after its incorpora- 
tion, and it further provided that if 
the corporation became insolvent, 
such directors ordering or assenting 
to a violation, would be personally 
liable for all debts contracted there- 
after. 


OMEWHAT analogous to the 

situation described in the above 
paragraph is the personal liability 
imposed upon directors and officers 
for violations of the provisions of 
the incorporating Act. In Massachu- 
setts the statute makes directors and 
officers liable personally for all the 
debts and contracts of a corporation 
entered into while they are in office 
if any stock is issued except for 
cash, property or services or ex- 
penses actually received or incurred 
or rendered to the corporation. In 
Enterprise Wall Paper Manufactur- 
ing Co. v. Gordon, 312 Mass. 1 
(1942), stock was issued without 
tangible property of any kind being 
conveyed and without payment in 
any other form. The corporation 
went into bankruptcy after becoming 
indebted to certain creditors. Two 
creditors thereupon brought action 
against the directors and officers per- 
sonally. They were held liable, the 
court adding that it is not necessary 
to show that the creditors relied on 
the statements. 


CREDIT AND FINANCIAL MANAGEMENT, November, 1949 








CREDIT AND FINANCIAL MANAGEMENT, November, 1949 





You still have time to save 25% on the 


ONLY manual of commercial law written 
specially for credit executives 


The 1950 edition of the CREDIT MANUAL of COMMERCIAL LAWS is available 
to members of the National Association of Credit Men at the special pre-publication 
price of $7.50, a saving of 25% of the regular price. This offer expires December 1. 


So, if you want to take advantage of the 25% saving in price you will have to act at 
once. The 1950 edition of the 


CREDIT MANUAL of COMMERCIAL LAWS 


discusses and explains all the statutes, Federal and State, which must be observed 
in the daily transaction of business. In clear, concise, non-technical language it shows 
what a credit executive must do and may not do to protect his company’s interests. 
It takes the reader through all the legal stages of a sale, cash, COD, secured or unse- 
cured from the time an order is received until the customer’s check is cleared by the 
bank. And if it doesn’t clear, or the account goes bankrupt, the CREDIT MANUAL 
of COMMERCIAL LAWS contains a complete account of the legal rights and duties 
of the creditor. 


ACT NOW AND SAVE! 


Send in your order today, now, while you are thinking about it, and take ad- 
vantage of this pre-publication offer. Remember, after December 1 the price will be 
$10.00. Until then $7.50. And MORE: If you send your check with the order you 
will receive at once, at no extra cost to you, a copy of the new booklet, “Yardsticks 
for Credit Management,” an unusually valuable work, written by credit executives, 
which shows how to compare the performance of your department with others, in 
other industries too! Order your 


CREDIT MANUAL of COMMERCIAL LAWS 


today. Save money and get this added credit aid. 


PUBLICATIONS DEPARTMENT 


National Association of Credit Men 
One Park Avenue New York 16, N. Y. 





In this category are statutes in 
a few states imposing personal lia- 
bility upon directors or officers who 
issue stock for property at an un- 
fair valuation. Massachusetts has a 
statute applying to foreign corpora- 
tions making liable “officers, mem- 
bers or stockholders” who partici- 
pate in a conveyance of property at 
an “unfair valuation” in payment 
for capital stock. Thus in Anthony 
and Scovill Company v. Metropoli- 
tan Art Company, 190 Mass. 35, 
where the assets of a partnership 
worth not over $50,000 were con- 
veyed to a corporation for all the 
capital stock at a par value of $100,- 
000, directors who held office at the 
time of the conveyance were held 
liable personally for debts of the 
corporation without reference to 
whether there had been any fraud- 
ulent intent or with actual knowl- 
edge that the valuation was false. 


EVERAL states require reports 
S or certificates of condition to be 
filed. In some of these directors or 
officers are made personally liable 
for the debts of the corporation in- 
curred during a period when there 
was a failure to file such report. In 
other states the liability is for debts 
contracted since the filing of the last 
report while in others the liability is 
for all debts then existing and con- 
tracted thereafter until the report is 
filed. See 19 Corpus Juris Secundum, 
sec. 895, (West Pub. Co.) for the 
names of states. Other states impose 
the personal liability on directors or 
officers filing false reports, or certifi- 
cates wherein there is a false material 
representation which is known to be 
false, or on reasonable examination 
could have been known to be false. 
In Massachusetts the certificate of 
condition; for example, must state 
the “amount of stock with par value 
. issued and outstanding and the 
amount paid thereon.” In H. B. 
Humphrey Company v. Pollack 
Roller Runner Sled Co. Inc., 278 
Mass. 350 the certificate stated 
that the amount paid for the capi- 
tal stock was $100,000; however, 
the findings were that patent 
rights were conveyed for $51,000 
of that amount, organization and 
promotion expenses paid for $24,- 
500, and services paid for $24,- 
500. The findings further made were 
that the value of the patent rights 
were honestly valued and not easily 
determined and therefore the state- 
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ment was not knowingly false; nev- 
ertheless, the services were “fairly 
worth at most only a small part of 
the amount stated.” (Italics Ours.) 
The court pointed’ out that the 
amount “paid” for the stock must be 
stated. “That cannot be met by an 
inflated or grossly exaggerated state- 
ment of value.” Chief Justice Rugg, 
whose opinions are famous, added: 
“The purpose of these statutory pro- 
visions is to give to the public infor- 
mation under the sanction of oath of 
responsible officers concerning the 
character and condition of the cor- 
poration, so that those dealing with 
it may know or have means of know- 
ing the fact concerning its financial 
resources and business responsibility 
as far as afforded by the subjects in- 
cluded within the requirements of 
the certificate.” (Italics Ours.) The 
court held that the directors knew of 
the falsity of the statements even 
though they relied upon counsel to 
handle the details of the organization 
and they were personally liable un- 
der the statute. Under the Massa- 
chusetts statute the liability is only 
to those persons who shall have re- 
lied on the false report to their dam- 
age ; furthermore, a director can pro- 
tect himself from personal liability 
by voting against such issue and hav- 
ing his vote thus recorded. Mass. 


G. 1... c: 166, 8. 3. 


HE statutes of several states im- 

pose personal liability on direc- 
tors and any officers who pay divi- 
dends in violation of the statutes. 
Usually such statutes make it un- 
lawful to pay dividends out of capi- 
tal and thus create a personal liabil- 
ity on the directors responsible for 
the payment of dividends so paid. In 
several of the states the liability ac- 
crues only in the event that the cor- 
poration is rendered bankrupt or in- 
solvent by the payment of the divi- 
dend, and then only to the extent of 
the dividend paid. See Mass. G. L. c. 
156, s. 37. Directors voting against 
the dividend are not liable. 

Statutes in some states impose 
personal liability on directors and 
officers of a corporation where they 
make or consent to certain types of 
loans by the corporation. Thus the 
Massachusetts statute is typical: the 
directors are made personally liable 
for the debts and contracts of the 
corporation contracted between the 
time of making or assenting to a 


loan to a stockholder or director and 
the time of its repayment, to the ex- 
tent of the loan. G. L. c. 156, s. 37. 


- Again, directors who vote against 


said loans are not liable. 


N SOME states directors or offi- 

cers are held liable personally for 
losses due to their negligence, which 
amounts in effect to a reiteration of 
the common law liability of directors 
and agents for tortious conduct. 
However, under some statutes they 
may be made to account after the 
manner of a trustee where there has 
been misconduct, or they may be li- 
able in contract. The state of New 
York makes the duty of directors a 
particularly serious matter. Neglect 
to perform their duties subjects them 
to the personal liability. The tenden- 
cy amongst some of the states is to- 
ward holding directors and officers 
to stricter responsibility than ever 
before. While mere nonfeasance, 
as distinguished from misfeasance, 
does not bring on the personal liabil- 
ity, nor does mere poor judgment, 
nor does the fact of losses due to 
errors of judgment; yet gross inat- 
tention to their ordinary duties, and 
indeed in some states, persistent ab- 
sence from meetings evidencing a 
virtual but complete disregard of the 
burden of their office, has brought 
about liability on them individually. 

Statutes exist in some states im- 
posing personal liability upon direc- 
tors and officers for creating debt in 
excess of certain limits—as, for ex- 
ample, the amount of the capital 
stock. In Slater v. Taylor, 241 IIl. 
102, 89 N. E. 271, involving a stat- 
ute of such variety, the court said 
that the amount of the capital stock 
is the amount contributed by the 
shareholders for the prosecution of 
the business, and that the officers 
and directors may incur indebted- 
ness up to that amount without as- 
suming personal liability, but will be- 
come personally liable upon indebt- 
edness going above. 


HERE may be in the above sum- 

mary of the law, pertaining to 
personal liability of directors and 
officers of corporations, considerable 
food for thought to credit men. A 
defunct corporation is as “hollow as 
an empty gourd,” so far as collecti- 
bility is concerned. It cannot or will 
not ordinarily, as a natural person 
may, “get on its feet again.” And, 
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judging by the claims that come to 
the writer from time to time, credit 
men suffer frequently from mis- 
placed confidence in corporate or- 
ganizations. 

Perhaps the credit man has a ten- 
dency to overrate the paying integ- 
rity of corporations because they 
simply are corporations. There is a 
sort of orientation on the part of 
people generally to consider a corpo- 
ration as an entity possessing ex- 
traordinary prestige and dignity. 
The state sends it forth with some 
supposed sanction—why then should 
it not be entitled to respect (and 
credit) for that reason? But let ye 
credit man visit the statistical and 
records department of the Secretary 
of State office pertaining to corpo- 
rations and take note of the mortal- 
ity rate. Let him see how many be- 
come dissolved involuntarily. Let 
him see how many fail to file the 
annual certificate of condition; and 
particularly, let him see how fre- 
quently the failure to file the re- 
quired certificate of condition is a 
prelude to financial disintegration. 


E DO not know to what extent 

credit men rely on the reports 
and certificates of condition required 
to be filed by corporations with the 
state. Let it be known that the 
writer invariably consults the rec- 
ords when a claim is placed against a 
corporation with him for collection. 
And too often there has been no re- 
port filed or if there be one it tells a 
mournful tale. The statute provides 
a penalty for failure to file but such 
prospect seems not to affect many 
corporations in the least. Whether 
the credit man makes use of these re- 
ports or not, it would seem that one 
thing would be more eloquent above 
everything else—the failure of a cor- 
poration to file one when due. 

And the absence of the report in 
some states would provide a new 
possibility of collecting —from the 
directors and officers, personally. 
And it would be possible, it seems, 
for a credit man to obtain informa- 
tion, from many sources (from mer- 
cantile agencies or from the corpo- 
ration itself by propounding perti- 
nent interrogatories) as to whether 
such things might be going on with- 
in a corporation, which make, ac- 
cording to the various statutes, for 
personal liability on the directors 
and officers of corporations. 
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Which would you rather lose— 
property dollars or income dollars? 


If disaster shuts down your place of business, you will suffer an income 
and a property loss. You need protection against both/ 

Property insurance alone won’t protect you against loss of income, 
but Hartford’s Business Interruption Insurance can do just that. If fire, 
storm, or other hazards insured against, force you to suspend business, 
Business Interruption Insurance can protect you against loss of antici- 


pated earnings. 


Business Interruption Insurance can give you just what your busé- 


ness itself would have given you if no interruption had occurred. 


Here, briefly, is how Business Interruption Insurance protects you: 


OPERATING STATEMENT FOR ONE MONTH 


Before Fire 


ae . o By ee. Be ew 
Cost of ianitine can dinate Sk EV ERO Ne) 
Gross Profit . . . i ae ee a ee 
en? 3 ks we ee em) en le we ee 
Net Profit . 


After Fire ~WITHOUT Business Interruption Insurance 


Sales 


Cost of Mesdhesdies Pew ise cas bgt <a jai <euiew 
Gross Profit. . . . é ventha. *% 
Expenses continuing duties dundons wet ee 
Net Loss... ie es ies 
Add. Anticipated Profit Peevenend See ea the 
SS a ee oe ew NO eee 


After Fire —wITH Business Interruption Insurance 


Sales ‘ ; 

Cost of Dterchendine ‘ 

Gross Profit. . . . oe ee 
Income from Business Resnsoegeien Senennes i. 
Expenses which continue. . . . . + « .e 
Net Profit . 


$30,000 
18,000 
$12,000 
10,000 
$ 2,000 





None 
None 
None 
$ 7,000 
$ 7,000 
2,000 
$ 9,000 


None 
None 
None 
$ 9,000 
__ 7,000 
$ 2,000 


(Same as was anshinan pores no hebinadion occurred) 


Hartford’s Business Interruption Insurance is adaptable to almost any 
business enterprise; stores, factories, garages, theatres, hotels, etc. 

The Hartfords have prepared work sheets to help determine how 
great a loss you might suffer and how much insurance you will need 
to safeguard your income. Write for them—there’s no obligation! 





HARTFORD FIRE INSURANCE COMPAR 
HARTFORD ACCIDENT AND INDEW 
HARTFORD LIVE STOCK 


por: LOE Tp AON Ree: RC RR IR Ree: - 






BOOKS 


for busy executives 


Effective Business English, by Alta 
Gwinn Saunders, with the assis- 
tance of Francis W. Weeks and 
Hugh W. Sargent. 871 pp. New 
York: The Macmillan Company. 


$4.50. 


Reviewed by Helen M. Sommers 


HIS third and greatly expand- 
ed edition brings up to date the 


original of twenty years ago 
with new background material and 
copious examples from current bus- 
iness practice. Its author, late Chair- 
man of the Department of Business 
English, University of Illinois, had 
the assistance of two colleagues, who 
completed the work after Mrs. Saun- 
ders’ tragic death in an airplane ac- 
cident. 

Comprehensive in scope, its 871 
pages deal with the written word as 
it carries all the principal kinds of 
business messages: inquiries, ack- 
nowledgments, orders, direct mail 
advertising, sales appeals, good-will 
letters, applications for jobs, claims, 
adjustments, report-writing, and 
credit and collection letters both re- 
tail and wholesale. Such mechanics 
as letter-planning, rhetoric, diction, 
format and even stationery are dis- 
cussed; a stream-lined handbook 
helps the correspondent to avoid 
common errors of grammar and 
punctuation; and an appendaged 
chapter by E. R. Dillavan, J.D. 
guides the reader through the main 
channels of law as it pertains to 
business correspondence. 

Since it is in part slanted toward 
University students, much __back- 
ground material is included in an 
attempt to brief the student in the 
business practices and real situations 
that give rise to each kind of letter. 
The chapter preceding “Job-Getting 
by Letter” is devoted to self-apprais- 
al, job- analysis and career-choosing. 
The prelude to the four chapters on 
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credit and collection letters delves 
into the four C’s of credit appraisal, 
the duties of a credit manager, the 
qualifications he should have, credit 
terms, charge-a-plate practices, and 
even the general economic aspects of 
credit. 


E HAVE no quarrel with 

thoroughness, but wonder if 
this very attempt to “cover every- 
thing” is not responsible for a cer- 
tain weakness noted: Extensive 
source-material (its listing fills an 
imposing six-page bibliography) is 
somewhat literally incorporated but 
has not always been boiled down 
until it jells smoothly. Note this 
statement, for instance, lifted out of 
context from Beckman’s Credits and 
Collections in Theory and Practice: 
“Capital becomes more productive 
when invested in bonds.” Set down 
in its new environment, following a 
brief discussion of the role of bank- 
loans in financing production, the 
statement becomes ambiguous. On 
the other hand we find condensation 
taking the form of oversimplifica- 
tion: ““The big question to answer in 
examining a man’s capital is: What 
is the condition of his bank ac- 
count?” Does the student reap ori- 
entation or confusion from this scat- 
tered grain? 

It is to be regretted, too, that the 
authors, in the discussion on the use 
of words, list the study of semantics 
as the sixth of seventeen ways of in- 
creasing one’s vocabulary, thereby 
misinterpreting to the reader the real 
and fundamental value of this new 
science. Semantics, as presented by 
Alfred Korzybski, in Science and 
Sanity; S. I. Hayakawa in Language 
in Action, or Wendell Johnson in 
People in Quandaries has nothing 
whatever to do with “how English 
words were first used” in a historical 
sense, or the derivation of the word 
cantalop from Castle Cantaloupo, 


interesting but useless as that knowl- 
edge may be. It deals with the rela- 
tion between the word, as symbol, 
and what the word symbolizes. Its 
study reveals the disparity between 
the structure of language as we are 
prone to use it, and the structure of 
reality as we experience it. It teaches 
us a scientifically critical technique 
for using and interpreting language, 
a technique which, to the extent that 
we use it, dispels both rigid and 
fuzzy thinking. This writer would 
place modern semantics first, not on 
a list of vocabulary-builders, impor- 
tant as those are, but on a list of 
musts for clear thinking, and there- 
fore clear usage of the words we al- 
ready know. 

It must not be concluded that this 
book holds interest only for students. 
The functioning world of business is 
to be found in the actual letters 
which occupy a large share of these 
pages. Objectives of letters are care- 
fully analyzed, psychological and 
selling appeals are presented, and 
the you-attitude is sensibly ap- 
proached, not as a technique of 
sprinkling the page with “you's” 
and avoiding ‘“‘we’s” like the plague, 
but as a dynamic method of appeal- 
ing to the reader’s interest in what 
benefits him. 


USINESS HOUSES have con- 
tributed generously from their 
files. While the usual problem was 
encountered in reprinting these—i.e. 
the letter that illustrates good points 
may also contain some not-so-good 
ones—those presented are in general 
good from the all-important public 
relations point-of-view. 

Credit folks will be interested not 
only in the actual credit section, to 
which several association members 
have contributed, and in which are 
several very good series of collection 
letters, but will also want to study 
the selling sections, and the opening 
chapters devoted to persuasiveness 
and other “cardinal qualities of busi- 
ness letters.” It is worth your time. 


Buying and Administering Corpo- 
rate Insurance by Russell B. Galla- 
gher, American Management Asso- 
ciation, $3.75. 


This is a report on a research 
project conducted by the Insurance 
division of the American Manage- 
ment Association, the report being 
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written by Russell B. Gallagher, 
who since 1944 has been manager of 
the insurance department of the 
Philco Corporation. The report is 
based on replies received from 226 
representative companies, case 
studies and interviews with leading 
insurance buyers, brokers and car- 
riers. 

One of the important and interest- 
ing features of this research report 
is that treasurers function as the in- 
surance managers of their corpora- 
tions in 48% of the companies reply- 
ing to the questionnaire. In the 
remainder of the companies this in- 
surance jurisdiction is given to a 
vice president, a secretary, or some 
other executive officer. According to 
the survey study, many companies 
adopted the plan of having an insur- 
ance committee composed of two or 
three of the top officers to cooperate 
with a full time insurance admin- 
istrator. 

A sizable group among the-226 
companies reported that no recent 
appraisal of insurance values had 
been made and that book values are 
being followed despite the increased 
costs of replacements. On the other 
hand quite a few of the companies 
reported the employment of inde- 
pendent appraisers to establish their 
present day insurance values and 
have arrived at agreements with 
their insurance carriers on these ap- 
praised valuations. The practice of 
employing outside consultants ap- 
parently was quite generally indi- 
cated by the reports submitted. 

This report, containing some 124 
pages, would be of great value to any 
corporate officer charged with the 
assignment of looking after his com- 
pany’s insurance protection. It has 
a number of very helpful chapters on 
different phases of insurance man- 
agement. Copies may be obtained 
from the American Management 
Association, Insurance Division, 330 
West 42nd St., New York 18, New 
York. 


Credits and Collections in Theory 
and Practice by Theodore N. Beck- 
man and Robert Bartels, McGraw- 
Hill Book Company, $6.00. 

This is a complete revision as a 
fifth edition of the original book by 


Professors Beckman and Bartels on | 


the general subject of credits and 


collections. While it was written es- | 


pecially as a textbook for use in col- 
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American Credit pays you 


when “good” 


credit risks 


become bad debt losses. 
Read what this Chicago 


Gentlemen. 


We are 
wr 
the Prom 


Your Insurance Program 
is NOT Complete Until it 
Includes Credit Insurance 


Accounts Receivable are valuable 
assets .. . should be protected at all 
times. Realizing this, manufacturers 
and wholesalers in over 150 lines 
who insure their plant, equipment, 
inventory, cash, etc. have completed 
their program of protection with 
American Credit Insurance. Your 
American Credit policy guarantees 
payment of accounts receivable... 
pays you when your customers can’t. 
It makes it possible for you to get 








bank says: 


cash for past-due accounts. 
It should prove (as it has for 
other policyholders) to be a 
valuable aid in increasing sales. 
You may insure all accounts 
...a selected group... orjust 
one account. 


Book “Why Safe Credits 
Need Protection” will 
give you Important Facts 


It discusses the nature of credit... 
unpredictable events which fre- 
quently turn«good credit risks into 
bad debt losses despite credit rating, 
diligent investigating, past record 
of payment. It gives additional 
facts about American Credit Insur- 
ance. For a copy, just phone the 
American Credit office in your city 
or write AMERICAN CREDIT INDEM- 
niTy Company oF New York, 
Department 47, First National 
Bank Building, Baltimore 2, Md. 


PRESIDENT 


Ta 
Tasch 


TN 
2, oF New York 
Wis ilasmaill 4 


GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


aa OFFICES IN PRINCIPAL CITIES OF THE 
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lege and university courses, it is so 
arranged as to provide a reference 
work and general manual for the 
credit executive and his assistants. 
This new fifth revision is divided 
into five parts. 

Part I covers a general discussion 
of the economic aspects of credits 
and collections, both retail and in- 
dustrial. 

Part II discusses consumer credit 
operations with a general discussion 
of the retail credit department, how 
it is set up and several informative 
chapters as to how the department 
operates on both open accounts, in- 
stallment credits, extended accounts, 
etc. 

Part III is devoted to a discussion 
of mercantile or industrial credits 
with chapters discussing sources of 
credit information, and with one long 
chapter devoted to Credit Inter- 
change Bureaus and the services 
offered by this department of the 
National Association of Credit Men. 

Part IV takes up the technical and 
legal aspects of collections, including 
procedure, correspondence, adjust- 
ments and bankruptcies. 

Part V includes a chapter on 
credit insurance, also a chapter on 
credit limits in both mercantile and 
retail credits. 


Credit Management Yearbook, com- 
piled by A. Leonidas Trotta, 16th 
edition, published by the Credit 
Management Division, National Re- 
tail Dry Goods Association, New 
York, 1949, $10.00 ($6.00 special 
price to NACM members). 


Though quite obviously, as the 
identity of its publisher would indi- 
cate, produced for retail credit man- 
agers, this 16th annual edition of the 
NRDGA’s Yearbook has much to 


interest wholesalers. It could best 
be described as a symposium, com- 
prising the sum of the thought of 
leading retail credit executives. 
There are in all 33 contributors and 
their material has been assembled 
under nine heads by the editor, who 
is manager and research director of 
the Credit Management Division, of 
the NRDGA. 

The section on collections alone is 
well worth the price of this Year- 
book, as is the section on expense 
control. The book is recommended 
for any reader whose operations in- 
clude any retail trade. 
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In the 
MODERN 


office 


USINESS men, office man- 
B agers, comptrollers, and others 
responsible for efficiency in the 
office will be interested in the latest 
addition to the line of Bruning 
Whiteprinters. It is the new Model 
50. In an ordinary working day this 
machine will turn out 10,000 square 
feet of copies of typed, written, 
printed or drawn material. Anyone 
in the office can learn to operate the 
Model 50 in a few minutes, accord- 
ing to the manufacturer. 

Like all Bruning Whiteprinters, 
the operation of the Model 50 is 
odorless. It requires no plumbing 
connections or ventilation ducts. 
There is nothing to interfere with 
locating it conveniently in the plant 
or office anywhere that the necessary 
current is provided. 


The Model 50 operates at variable 
speeds up to 24 feet per minute. 
Copies are delivered flat and dry, 
ready for instant use, neatly stacked 
in a convenient receiving tray at the 
front of the machine. 

The Model 50 produces BW 
Copies ranging from postcard size 
to 42 inches wide and any length. 
Operators have their choice of BW 
Sensitized Paper, Film and Cloth 
in the form of cut sheets and roll 
stock. 

The Model 50 can produce BW 


Copies in 20 color combinations, 
This versatility permits simple color 
keying—a practice which is very 
helpful in identifying the purpose 
of a copy. For example, copies for 
various departments can be on dif- 
ferent colored stocks. 

Descriptive literature on the Mo- 
del 50 and the BW Process will be 
sent free to all interested readers, 
Ask for Bulletin A-1063. Address 
the Charles Bruning Company, 4754 
Montrose Avenue, Chicago 41, Illi- 
nois. 


UNIQUE combination of the 
latest advances in electronics, 
sound reproduction, ingenious me- 
chanics, office machine styling—and 
even metallurgy—has brought forth 


pedis See ed 


the new 1950 Model SoundScriber, 
which is announced as “the world’s 
most functional dictation system.” 
Considerably smaller and more com- 
pact than the previous model, these 
new instruments occupy little more 
space on the desk than a business 
letterhead. The previously employed 
wooden cabinet is now replaced by 
a die-casting of airplane metals for 
extremely light weight, yet great 
structural strength. 

The complete system, a recorder 
and a transcriber, are similarly 
styled with accent on pleasing ap- 
pearance. They are finished in warm 
grey enamel to match the color trend 
in office furniture. 

Officials of the corporation, in 
announcing this new model, stress 
its interchangeability with all exist- 
ing SoundScriber equipment. Ac- 
cent is on the fact that there is no 
obsolescence of existing equipment 
now in wide use. 


UTOMATIC audio-visual sig- 
nalling is featured as an im- 
portant innovation in the newly en- 
gineered, streamlined intercommu- 
nication equipment just introduced 
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by Executone, Inc., manufacturers | j 
of electronic intercom and sound | | 
systems. | 
Called “Chime-Matic” signalling, | | 
and part of all new Executone fully- | | 
intercommunicating stations, this | | 
new feature is said to simplify and | |! 
speed call-origination. Pressing any 
button automatically announces the | | 
call at the station selected by means | | 
of a modulated chime and signal | | 
light. There is no need for the caller 
to press the talk bar, or to announce | | 
himself . . . or for the individual | | 
being called to “match buttons” with | | 
the station calling. “Chime-Matic” 
Signalling establishes contact sec- | | 
onds faster. This, the manufacturer | | 
points out, improves executive con- | | 
trol, helps to increase productivity | 
and helps to reduce operating costs. 
{ 

| 

! 

I 

| 
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ACCOUNTING 


Mh cess sc cols des Gy ik ce cis tesco mes amis ee cis ced se an lee a aoe was ak ade ha ee a 


SECRETARY 


FACTORY 


Ove the years, Insurance has proved its value 


= 


Re eS 


to Industrial America... by protecting 


the profits that business earns. 


Your company’s profits are vulnerable when its 


assets are not completely protected against 





losses from dishonesty, vandalism or accident. 





ad 
dy 
or Full trunkage switching, it is No matter which of America’s many reliable 
at @ pointed out, allows as many simul- 
taneous conversations as there are Insurance agencies you choose—the important 
er § pairs of Executive Stations, and also 
ly § protects conversants from eaves- thing is—Be Insured! 


p- dropping or cutting-in. The tele- 
‘m phone switchboard is relieved of 


nd § “inside” calls, thereby releasing all 
trunk lines for outside calls. 
in The New Executone, with its 
ss high degree of flexibility can solve 4 | % Kk & dp 
st- § the communication problems of any e e ° - 
\C- business or industry. Attractive, and United States Fidelity & Guaranty Co., Baltimore 3, Md. 
no at the same time built for rugged Fidelity & Guaranty Insurance Corp., Baltimore 3, Md. 
ant wear, this new intercom is particu- Fidelity Insurance Co. of Canada, Toronto 


larly suited for all types of offices, 

factories, plants, stores, warehouses, 
ig- hospitals, schools, hotels, churches, 
m- J ¢tc. Literature fully describing the 
en- §f New equipment may be had by writ- 
nu- § ng Executone, Inc., 415 Lexington 
ced ff Avenue, New York 17, N. Y. 


“Consult your Insurance 
Agent or Broker 


as you would your 
Doctor or Lawyer.” 
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This is Wilshire Boulevard, with its fashionable hotels in the background 


Los Angeles— Convention City 


HEN delegates arrive in 

Los Angeles, May 14, for 

their fifty-fourth conven- 
tion, they will see a city vastly dif- 
ferent from most convention centers. 
From a credit manager’s profession- 
al standpoint, the “difference” in 
Los Angeles will be that no single 
business or industry predominates. 
Hence credit men will have the op- 
portunity to compare notes with col- 
leagues of a wide variety of enter- 
prises. Those desiring can obtain 
credit information from small, strict- 
ly regional companies; from “west- 
ern headquarters” of national firms ; 
from native Los Angeles companies 
which have grown up in an area 
where traditional eastern practices 
may be impractical. 

“Look to the West” has long been 
a slogan of business pioneers. Sched- 
uling of the NACM convention in 
Los Angeles affords the Associa- 
tion’s many delegates a chance to 
‘look to the west” for fresh ideas, 
for a slant on problems encountered 
and innovations launched by men 
whose operations have kept pace 
with a rapidly growing area in a 
rapidly shrinking national pattern. 
From jackrabbit land to third 

largest metropolitan area in 100 
years is the record of Los Angeles. 
miracle city of the West. 
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To describe Los Angeles, it is 
necessary to talk about more vari- 
eties of topography, scenery, people 
and business than for any other city. 
Actually, Los Angeles has within its 
county borders greater variety of life 
than many states. 

The city covers 452 square miles, 
almost half the size of Rhode Island. 


The county, encompassing 4,000 
square miles, is half as large as Ver- 
mont. 


OMMERCIALLY and econom- 
ically Los Angeles is as kaleido- 
scopic as it is in terrain and people, 
It ranks third among manufacturing 
cities. Products of all sorts flow from 
9,459 factories, with no single in- 
dustry predominating. It is a center 
of fashion creating, petroleum pro- 
duction, airplane building, _ steel- 
making, automobile assembly, gift- 
ware designing, rubber working, and 
countless other fields producing 
more than $2,000,000,000 worth of 
goods per year. 

Los Angeles County nailed up an 
all-time record in building permits 
in 1948, a 26-per-cent gain over 
1947. More than 65,000 dwelling 
units were built, for a national rec- 
ord. Signs of 1949 point to an- 
other $700,000,000 worth of con- 
struction and nearly 65,000 more 
dwellings. 

Bank debits in 1948 totaled $36,- 
700,000,000 compared with $9,780,- 
000,000 in 1938. Postal receipts 
leaped in the 10-year period from 
$12,925,000 to $32,390,000. 

Other millions of dollars are be- 
ing poured into industrial establish- 
ments, ranging from small ceramics 
plants to giant automobile factories. 

Industrial development has defied 
predictions of the best experts. Dur- 


An aerial view of the Los Angeles Civic Center 
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ing the war, when military produc- . 
tion brought $232,190,000 in indus- f your business 
trial invesments, businessmen shook 
their heads and said that there would 
be a sharp drop-off when peace | 
came. | C 
Instead, factory development con- dil D ut more 
tinued to soar, passing all previous 
records. Since V-J Day, manufac- k ' 
turing investments—in new and ex- . 
panded plants—approaches $500,- Lo wor al d D r0 fi [ 
000,000. The post-war period equal 
to the length of the war produced a ‘ . 
77 per cent increase in dollar value 
instead of a decrease. | it will pay you 
In 1948, the county received 190 
factories, plus 364 expansions, for a 


total investment of $72,000,000. | to k how th e 


NOTHER post-war outgrowth 
is an increase in the number of 
national firms selecting Los Angeles : 
as the site of Gans ties’ plants. abo ul Our Commercial 
Who is moving to Los Angeles? 
Here are just a few of the newcom- 
ers: Lever Brothers Co., soaps, : : 
foodstuffs and cosmetics ; sien Financing Plan. 
Brass Co., sheet products; Arabol 
Mfg. Co., industrial adhesives ; Cut- 
ler-Hammer, Inc., switches, etc; In- ° ° ; 
ternational Paper Company and Na- This timely it ft ft iM 
tional Container Corp., corrugated 
containers; Krause Plow Corp., 
farm implements; Pabst Brewing : 
Company; Revere Copper and gives you these facts. 
Brass, Inc., tubing and rods; Reyn- 
olds Metals Company, laminating. 
Agriculture is another record- 
breaking economic factor in Los An- ; : : 
geles County. The grand total of Source of Operating Cash” explains how 
1948 farm products, including live- “eee Commercial Credit’s plan gives your company 
stock, approximated $228,000,000, eT) Substantially More Cash . . . under a Continuing 
making Los Angeles the highest-in- 7 
come agriculture county in the coun- ; . ; 
try. This record has been maintained not change your accounting methods, disturb your relations 
since 1910. Nearly 300,000 acres are with customers, interfere with management or dilute control. 
under cultivation. They produced a 
score of crops worth more than 
$1,000,000 apiece last year. By con- the nearest Commercial Credit Corporation office listed below. A copy 


trast, the total farm income in 1938 of our book will be forwarded promptly, without obligation. 
was under $100,000,000. 

















‘How to Have an Adequate and Continuing 





Arrangement thal is simple, quick, confidential. It does 


If you can Put More Cash to Work at a Profit, phone or write 


COMMERCIAL FINANCING DIVISIONS: Baltimore 2 = New York 17 ® Chicago 6 
. Los Angeles 14 ® San Francisco6 ® Portland 5, Ore...and more than 300 other 
La test Chicago Survey ~ financing offices in principal cities of the United States and Canada. 
“u ° 
Is Rated “Encouraging 


Chicago: The ninth quarterly survey 
of paying habits conducted by the Chi- 
cago Association of Credit Men again 


i Rage teat | COMMERCIAL CREDIT 
ta ae tae es wes ae | eT 


counting. These are the figures: 


Discount- When Past | \ Capital and Surplus $100,000,000 
Accounts ing Due ‘Due Lo 
Retail 63.7% 22.2% 141% | BALTIMORE 2, MD. | 


Wholesale 57.6 32.8 9.6 
Industrial 44.6 44.5 10.9 
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Where are we going, and why? 


(Continued from page 7) 


Do you agree with me when I say 
we are traveling a dangerous road? 
Do you believe with me that govern- 
ment finance and household finance 
are alike in one important particular ; 
the interest and principal of debt 
must ultimately be paid unless the 
creditor who holds the obligation is 
to be robbed? Do you follow me 
when I say that no city, state, or 
nation can spend and spend, tax and 
tax, without ultimately ruining its 
economy and despoiling its people? 
Are we in accord on the proposition 
that what is needed everywhere 
is less emphasis on the rights of 
man and more emphasis on his 
duties and responsibilities ; less em- 
phasis on how one can obtain some- 
thing of value with no effort and 
more emphasis on industry, thrift 
and character? If so, you may want 
to consider what can be done about 
it all. If not, I have no message 
for you. 


HAT can you do? A great 

deal. You are a freeborn 
American citizen with as much right 
to express your opinion, thank God, 
as the mightiest in the land. You 
can be an active citizen, working 
for the welfare of the nation, rather 
than a fatalist. You can tell your 
representatives in Congress what 
you think. You can discuss, argue 
and persuade, wherever it might do 
some good, helping to educate and 
arouse public opinion. There are 
millions of us capable of speaking 
up and getting a respectful hearing. 
Thinking and debate on such mat- 
ters must not be confined to legis- 
lative halls. We should enlist the 
interest of clubs, schools, fraternal 
organizations, civic organizations, 
churches, and trade groups, in the 
gospel of sound and sane govern- 
ment. The Committee for Constitu- 
tional Government in New York, 
and the Citizens Committee for the 
Hoover Report, with headquarters 
in Philadelphia and __ branches 
throughout the country, both non- 
partisan and non-political, are 
doing splendid work and should be 
encouraged and supported. An 
aroused, informed and active elec- 
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torate will turn the tide back to 
sanity if the “underprivileged” 
business men and women of this 
country, the great mass of citizenry 
with no axe to grind, awaken to the 
perils of the present situation and 
get fighting mad. You and you can 
do much to enlist this army of de- 
fense against the oncoming forces 
of disaster. “Grass roots” work 
will be necessary. We did this to 
sell hundreds of millions in Liberty 
Bonds. With our very way of life 
at stake we can do it again to defend 
the liberty for which we were then 
fighting. Vast unused forces and 
manpower wait to be enlisted. Over 
three million little-business men and 
seven million little property owners 
are being slowly but surely liqui- 
dated. There are millions of our 
citizenry ground between the upper 
and nether millstones of high taxes 
and the depreciated dollar, ready to 
fight for liberty again if led by men 
who have convictions that burn in 
their hearts for the right as against 
wrong. Liberty waits once more 
for men like you, serving as the 
volunteer leaders and organizers of 
an American freedom movement. 


| CONCLUDE with a further quo- 

tation from Hoover, the unjustly 
discredited of 1932, the honored 
citizen and elder statesman of 1949: 

“A splendid storehouse of in- 
tegrity and freedom have been be- 
queathed to us by our forefathers. 
In this day of confusion, of peril 
to liberty, our high duty is to see 
to it that this storehouse is not 
robbed of its contents. 

“We dare not see the birth- 
right of posterity to individual in- 
dependence, initiative and freedom 
of choice bartered for a mess of 
collectivist system. ... The Found- 
ing Fathers dedicated the structure 
of our government ‘to secure the 
blessings of liberty to us and our 
posterity.’ We of this generation 
inherited this precious blessing. 
Yet, as spendthrifts, we are on our 
way to rob posterity of its in- 
heritance. 

“The American people have 
solved many great crises in na- 


tional life. The qualities of self- 
restraint, of integrity, of con- 
science and courage still live in 
our people. It is not too late to 
summon these qualities.” 

God grant that his last statement 
proves true. 


Changing Price Levels 
(Continued from page 11) 


method of applying an _ over-all 
index to depreciation would work. 

The depreciation provision for 
the year as computed on cost which 
is to be adjusted by the index could 
be computed on any of the generally 
accepted bases—the straight line 
method, the diminishing balance 
method, the production method or 
any combination thereof. The index 
would be used to determine an ad- 
justment of the dollar value of the 
acceptable quantity of depreciation 
for the year as expressed on a cost 
basis. 


POR example, using the hypothet- 
ical figures, assume that 1939 
represented 100 and that a 10-year 
index of price change as of the 
close of each year was as follows: 


1939 — 100 
1940 — 102 
1941 — 112 
1942 — 125 
1943 — 125 
1944 — 131 
1945 — 137 
1946 — 187 
1947 — 219 
1948 — 225 


Let us assume that the deprecia- 
tion provision for the year 1948 on 
a cost basis totaled $100,000 and 
this represented $50,000 applicable 
to assets acquired in 1939, $10,000 
in 1940, $10,000 in 1941, $10,000 
in 1942, $10,000 in 1943 and $10,- 
000 in 1944. 

Thus, to determine the additional 
depreciation to be allowed, we would 
go through the following calcula- 
tion: 
$50,000 representing 1939 acquisi- 

tions, multiplied by 1.25 (differ- 

ence between 2.25 and 1.00) 

equals $62,500. 
$10,000 covering assets acquired in 

1940 would be multiplied by 1.21 
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(225— 102 = 123 divided by 
102 = 1.21) would equal $12,100. 


$10,000 covering assets acquired in 
1941, multiplied by 1.01 (225 — 
112=113 divided by 112= 
1.01) would equal $10,100. 


$10,000 covering assets acquired in 
1942, multiplied by 80 (225 — 
125 = 100 divided by 125 = .80) 
would equal $8,000. 


$10,000 covering assets acquired in 
1943, multiplied by .80 (225 — 
125 = 100 divided by 125 = .80) 
would equal $8,000. 


$10,000 covering assets acquired in 
1944, multiplied by .72 (225 — 
131 = 94 divided by 131 =.72) 
would equal $7,200. 


Total additional depreciation com- 
puted above—$107,900. 


HE total of this calculation indi- 

cates that the annual deprecia- 
tion of $100,000 should be increased 
by $107,900 which would represent 
the additional depreciation to be 
allowed as a deduction from tax- 
able income and credited to the re- 
serve to prevent impairment of 
capital. Of course, it must be 
recognized that computing the addi- 
tional amount on the year’s provi- 
sion only is not wholly adequate, 
for it ignores the adjustment of the 
accumulated depreciation at the 
beginning of the year. Thus, in the 
year when the price trend increased, 
no provision for the adjustment of 
the beginning accrual is being recog- 
nized if the calculation is based 
wholly on the provision for the 
year. On the other hand, if the 
price level recedes, the calculation 
of the additional amount on the 
annual provision only will result in 
a greater amount than would re- 
sult if the accruals to date of 
depreciation are adjusted. 

We are, however, only dealing 
with approximations. We are merely 
attempting to get a reasonable recog- 
nition tax-wise to cover the change 
in the purchasing power of funds 
recovered through depreciation. We 
must also recognize that we do not 
know what the price level may be 
when these recovered funds are 
actually expended in assets needed 
to continue operations. A safety 
factor might be introduced which 
would not permit the accumulated 
additional depreciation deducted 
tax-wise, as figured each year on 
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When the big chance comes 
— will you be ready for it? 


In these days of specialization it is no longer enough 
to be good at your job. You have to be an expert! So 
intricate has the science of credit management be- 
come that a first-class credit executive has to have at 
least a working knowledge of many areas of business 
management which at first sight might seem miles 
outside his field. 

How is he going to gain this working knowl- 
edge? By experience? Eventually, of course, that is 
possible, but it will take him a long, long time and 
like all experience will be on a trial and error basis. 
No, the sensible way, the quick way, is study—study 
under the guidance of the National Institute of Credit 
which was organized for just one purpose—to train 
credit men to become credit executives, and good 
ones. Combine the fruits of study with your expe- 
rience and the experience will make more sense. 

The National Institute of Credit, now in its 31st 
year of service to the credit profession, provides com- 
petent, thorough instruction in all phases of credit 
management. There are 33 chapters throughout the 
country which cooperate with local colleges and uni- 
versities in providing the best available teaching tal- 
ent. And for those who can not conveniently attend 
chapter classes, the National Institute of Credit offers 
the same course by correspondence. 

Whether you study in class or at home, educa- 
tion in credit management is at your fingertips, so 
why not avail yourself of it? Mail the coupon today 
and see for yourself how you can gain through study 
with the National Institute of Credit. 


National Institute of Credit 
One Park Avenue, New York 16, N. Y. 


Gentlemen: 


[] Please send me the address of the chapter of the National 
Institute of Credit nearest the address below. 


[-] Send me details about credit education by correspondence. 


[_] | am a veteran. 
a ae kk Na sak Saeed ES 0. ds cea eee 


Ne li wh ae taal a... rug wa eaten 
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the current depreciation provision 
only, to exceed the additional depre- 
ciation which would be calculated 
on the accrued depreciation to date, 
figured cumulatively. 


‘N other words, if we reach a 

period of declining prices, the 
annual calculation could still call 
for additional depreciation since the 
existing price level, even though 
lower than the immediate preceding 
years, might still be higher than the 
years of acquisition. On the other 
hand, if the accumulated additional 
depreciation figured annually reaches 
a point where it exceeds the full 
amount necessary to adjust the total 
accumulated accrued depreciation 
reserves, the annual provision for 
any additional depreciation would 
be so limited. Should the price 
index go below the index points as 
of the acquisition dates, it would 
call for a credit adjustment against 
the annual provision. As a matter 
of consistency, this would seem to 
be equitable. 

It should again be emphasized 
that the degree of accuracy of the 
index is not necessarily of para- 
mount importance. In effect, it 
would merely become a part of the 
tax rate formula which in itself is 
an approximation based upon the 
portion of contemplated revenues 
which is estimated as needed to cover 
budgeted expenditures. 


SSETS should be depreciated 

until the reserve for deprecia- 
tion on cost equals the original 
cost, regardless of the amounts 
which may have been provided for 
additional depreciation and credited 
to the reserve to prevent impairment 
of capital. 

The reserve to prevent capital 
impairment should be adjusted at the 
time fully-depreciated assets are 
removed from the asset account and 
from the depreciation reserve, thus 
transferring the related portion of 
the reserve to prevent capital im- 
pairment to an appropriate capital 
account and permitting all additions 
to enter the property records at 
the dollar level as of the date of 
their acquisition. Subsequent annual 
depreciation thereon would again be 
figured on cost with adjustments 
for additional depreciation based 
upon the relationship of the current 
index to the date of acquisition. 
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In attempting to determine in- 
come more accurately, the recent 
growing trend of the use of the 
“Lifo” method of inventory pricing 
coupled with the recovery of charges 
for depreciation of plants on a basis 
which recognizes changes in the pur- 
chasing power of the dollar, appears 
to many to be lessening the useful- 
ness of the balance sheet. We might 
accept this view as justifiable if we 
assume that the primary purpose 
of accounting is the proper deter- 


Current Assets 
Plant Assets—Original Cost 
Less: Allowance for Depreciation 


TOTAL ASSETS 


Current Liabilities 
Capital Stock 
Earned Surplus 


TOTAL LIABILITIES 


mination of income and on that 
basis, balance sheet amounts should 
be related more closely to income 
determination rather than to the 
effect of such amounts in the bal- 
ance sheet picture. 


N the other hand, we must 
recognize that while the use- 
fulness of the balance sheet might 
be considered secondary as com- 
pared with the value of the profit 
and loss statement, balance sheets 
will continue to be widely used for 
credit purposes, the determination 
of the book amount of stockholders’ 
equities, etc. Thus as we introduce 
measures which serve to bring about 
a more realistic statement of earn- 
ings, we should consider measures 
which would tend to produce current 
values in a statement of financial 
condition which can be reconciled 
with the profit and loss determina- 
tion. In other words, balance sheet 
amounts should be consistent with 
the basis of income determination. 
Before suggesting measures 
which will serve to prevent what 
has been termed a diminution of the 
usefulness of the balance sheet by 
those companies that use “Lifo” and 
provide for adjusted depreciation, 
it might be well to recognize that 
the amounts expressed in most state- 


ments of financial condition, may not 
coincide with current market prices, 
particularly in a period of rising 
prices. Thus what is proposed for 
consideration in the following ex- 
amples in order that current price 
levels may be recognized, could also 
be applied to other items in the bal- 


‘ance sheet than those briefly dis- 


cussed herein. 


ET us use as an example, a very 
simple balance sheet as follows: 


For simplicity, we will assume 
that the current price index is 200 
as compared with 100 at the acquisi- 
tion date of the plant assets. Also 
that the current assets contain a 
“Lifo” inventory amount which is 
$300,000 under current  replace- 
ment market and $200,000 under 
actual cost incurred. 

In the first example, we will 
merely set up a reserve to prevent 
impairment of capital covering the 
adjustment of the accumulated de- 
preciation, without attempting to 
adjust balance sheet asset amounts 
of either plant or inventory, to re- 
flect current price levels. 


Y the second example, we will 
introduce the adjustment of the 
plant amounts as well as the accu- 
mulated reserve to cover the change 
in the price index from 100 to 200. 

In the third example, we inject a 
further adjustment which reflects 
the $300,000 increase in the “Lifo” 
amount to a current replacement 
cost basis—($200,000 of the in- 
crease representing cost actually in- 
curred and $100,000 a further 
increase to current market replace- 


. ment cost). 


(The examples and the concluding 
paragraphs of this article may be 
found on page 40.) 


CREDIT AND FINANCIAL MANAGEMENT, November, 1949 





1er 


949 





Floor Plan 
Financing 
(Continued from page 16) 


term we use to designate a suitable 
instrument which has been devel- 
oped for use with a particular type 
of transaction. 

What does a trust receipt do, and 
how could a manufacturer profit by 
its use? I use the term “manufac- 
turer” although in many cases the 
distributor has a similar problem, 
and if you are from a distributing 
organization, every time I say “man- 
ufacturer” you can apply it equally 
well to your company. Ordinarily, 
the procedure is about as follows: 
A manufacturer desires to sell $10,- 
000.00 worth of merchandise to a 
dealer and arrangements are made 
in advance with the dealer’s bank or 
some other credit agency to meet the 
draft. Usually, these arrangements 
require that the lender file with the 
Secretary of State its intention to 
do trust receipt financing with this 
particular dealer, and this recording 
is notice to the world of the prior 
lien of the lender on the merchan- 
dise, and such recording is usually 
good for one year. 

Upon receipt of the draft and the 


merchandise the lender advances 
funds to the dealer on his note and 
concurrently the dealer executes a 
trust receipt for the merchandise. It 
is customary for the dealer to put up 
a portion of the cost plus the freight, 
usually 10 to 20% of the manufac- 
turer’s selling price. 


U' TO this point there is no prob- 
lem for the manufacturer, but 
if you endeavor to do this on a ma- 
jor scale, with a large number of 
dealers, you will find that the aver- 
age dealer does not have sufficient 
worth or business experience to per- 
mit the credit required unless the 
manufacturer is willing to enter into 
some agreement with the lender 
which provides that in the event the 
merchandise is not sold by the deal- 
er within a specified time and the 
merchandise comes into the posses- 
sion of the lender that the manufac- 
turer will repurchase the merchan- 
dise. 

Even though the manufacturer is 
willing to enter into such an agree- 
ment with the lender, the lender is 
exposed to possible loss if the dealer 
sells the merchandise and does not 
pay for it. After all, we must remem- 
ber that many retail establishments 
are operated by people with limited 
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Multiple business forms simplify paper work . . . minimize errors 
. .. speed clerical output with much less handling. 

You can include many operations in one original typing with a 
carbon interleaved business form. We combine any and all types 
of forms—small and large; snap, strip, spot and interleaved car- 
bon; die cutting, business machine, etc. Our specialty is the diffi- 
cult. We do a fine printing job, in perfect register. 

Let us quote on your next business form job whether it be letter- 
press or offset. Our prices are surprisingly low, our service fast. 


Call or write today! 


FEDERAL 


business Produchs, me. 


PRINTERS OF ‘BUSINESS FORMS SINCE 1926 


90 GOLD ST. * N. ¥. 7 * CO 7-8850 


We have a few territories open for repre- 
sentatives. If interested, please contact us. 
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experience and a hazy credit back- 
ground. To help this problem cer- 
tain manufacturers have arranged 
with insurance companies for bond 
coverage so that the lender is in the 
position of either having the mer- 
chandise to sell back to the manufac- 
turer, or protection under the bond. 
Such bonds have been quite difficult 
to obtain. How successful this pro- 
gram will be is problematical. If 
there should be a wave of dealer de- 
falcations the bond cost will be pro- 
hibitive. 

As manufacturers, or distributors, 
if you ever consider entering into re- 
purchase agreements with banks or 
other credit agencies, you should be 
very careful of the terms of the 
agreements you sign ; otherwise, you 
may find that you have an open-end 
commitment with a large number of 
lenders to repurchase an unknown 
quantity of merchandise at some 
time in the future when you may not 
be in the cash position to do so. Re- 
member, that under ordinary condi- 
tions the time when the dealer is un- 
able to sell the merchandise and the 
lenders are calling upon you for re- 
purchase is the same time that your 
own sales. program is bogging down 
and you already have too much in- 
ventory on hand. 
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5 news are four essential points 
which I believe should be includ- 
ed in any agreement entered into by 
a manufacturer with a lending agen- 
cy covering repurchase of floor 
planned merchandise. The first is 
that the agreement should be to re- 
purchase the merchandise at a lesser 
amount than its original selling 
price. This automatically insures 
that the lender will collect from the 
dealer some portion of the price. 
Secondly, that the repurchase price 
steadily declines at periodic inter- 
vals, usually every four or six 
months. If you are willing to buy 
merchandise at 90% of the cost for 
the first four months after the sale, 
this should drop to 80% for the next 
four or six months. Thirdly, the 
agreement should provide that the 
obligation expires not later than 13 
months from the date of original 
sale. Fourthly, you should insist 
upon some periodic report from the 
lending agency, usually semi-an- 
nually or annually, of the amount 
of your merchandise on which they 
are looking to you for secondary 
protection. 

Some manufacturers who have en- 
tered into repurchase agreements 
with lending agencies do not con- 
sider that these agreements create a 
contingent liability of a type which 
must be mentioned in a footnote on 
their balance sheets. They take the 
position that such agreements are 
merely commitments to buy mer- 
chandise and that it is not customary 
to show as a contingent liability any 
purchase orders outstanding. It is 
my opinion that such commitments 
should be mentioned by the auditor. 
I believe over a period of time that 
the better auditing firms will require 
this, particularly if the aggregate 
amount of such commitments are 
substantial in relation to the worth 
of the manufacturer. 

I do not want to give the impres- 
sion that trust receipts will take care 
of every situation. If your product is 
of a type which cannot be readily 
identified by units, the trust receipt 
would have to include all merchan- 
dise of one brand held by the dealer. 
If it is bulk merchandise mixed in 
with the dealer’s own stock of the 
same type, I know of no suitable sys- 
tem except a field warehouse with 
physical separation. In addition, the 
position of trust receipts has not 
been clearly defined under the new 
bankruptcy laws and only time will 
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You'll be seeing plenty of 


tell what the courts will decide. 
Trust receipts, however, are adapt- 
able to many more industries than 
are now using them, and if you 
should desire more information on 
this subject, there are a number of 
excellent books available. 

Enough about trust receipts. In 
closing I want to say just one thing 
more: I am convinced, as I visit 
with credit managers around the 
country, that all of them are realiz- 
ing to a greater extent than ever be- 
fore that they are a part of the sales 
department and that the fundamen- 
tal function of any company is to 
make profit, and it can only do this 
by selling merchandise. In those 
companies which I have found to be 
most successful, the credit depart- 
ment and the sales department func- 
tion as a team. If what I have said 
here will give you any ideas which 
you can put to use in your own com- 
pany, to make you a better member 
of the team, then I will feel that I 
have contributed something. 


Industrial Engineer 
Speaks at Bridgeport 


Bridgeport: The Bridgeport Associa- 
tion of Credit Men heard a talk by L. 
McGregor Demarest, of L. M. Demarest 
and Associates, industrial engineers and 
consultants, during their October 19 din- 
ner meeting at the Algonquin Club. 

Mr. Demarest is the inventor of the 
Flo-Dex system for measuring the flow 
of business. 


these in California next May. 


U. S. Supreme Court Rules 
on Status of Lawsuits 
by Foreign Corporations 


The State Tax Review, a publica- 
tion of the Commerce Clearing 
House dated October 20, 1949, re- 
ports a recent decision of the U. S. 
Supreme Court on the matter of law- 
suits by foreign corporations as fol- 
lows: “A foreign corporation, which 
does business in a state without 
qualifying as required by its statutes, 
may not maintain an action or suit 
in the federal courts in that state 
where such statutes provide that a 
non-qualifying corporation may not 
bring or maintain an action in any of 
the state’s courts.” Woods v. Inter- 
state Realty Company, U. S. Su- 
preme Court, June 20, 1949. 

The question of foreign corpora- 
tions’ licensing procedure and what 
constitutes interstate business 1s 
covered in the Credit Manual of 
Commercial Laws. However, it is 
suggested that Association members 
doing business in states other than 
their place of incorporation bring 
this decision of the U. S. Supreme 
Court to the attention of their attor- 
neys and obtain an opinion as to how 
it affects such firms and the protec- 
tive measures, if any, that should be 
taken by such firms. 
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ASSOCIATION 


NEW 


Western Credit 
Conference Held 
At St. Joseph 


St. Joseph: Credit executives from 
Kansas, Missouri, and Oklahoma met at 
the Hotel Robidoux for the annual Tri 
State Conference on Thursday, October 
27. The Conference continued through 
Saturday, October 29. 

C. Callaway, Jr., Crystal Springs 
Bleachery, Inc., National President, gave 
the opening address. He was followed 
by Central Vice President, E. N. Ron- 
nau, Cook Paint & Varnish Co. Ad- 
dresses were also given by Dr. J. L. 
Zwingle, President of Park College, 
Parkville, Missouri; National Director, 
Victor C. Eggerding, Gaylord Container 
Corporation, and Executive Manager 
Henry H. Heimann. 

Saturday morning’s program consisted 
of seven separate industry groups. 


Roger MacDonald New 
President at Denver 


Denver: At the board of directors’ meet- 
ing held at the Denver Athletic Club on 
Friday, October 14, the following were 
elected to serve as officers for the coming 
year: Roger O. MacDonald, B. F. Ben- 
net Oil Co., President; Raymond C. 
Erickson, United States National Bank, 
Vice-President; Helen Green, Denver 
Fire Clay Co., Treasurer. James B. Mc- 
Kelvy was reappointed Secretary. 


Another Australian 
Credit Association 


Holds First Meetings 


Hindmarsh, South Australia: A new 
credit association, “The South Australian 
Institute of Creditmen, Inc.,” has been 
formed in South Australia. The guiding 
spirit in the formation of this new asso- 
ciation is E. Gordon Evans, Credit Man- 
ager of Wool Bay Lime, Ltd. 

There are approximately fifty members 
at this time, representing a good cross 
section of commercial life of the state. 
The few meetings which have been held 
since the formation of the new associa- 
tion have been very successful and very 
well attended. 
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Otis Gerke Will 


Head New Credit 
Group at Madison 








Madison, Wis.: Otis Gerke, Treasurer 
of the Wisconsin Power and Light Co., 
was elected President of the newly-or- 
ganized Madison Association of Credit 
Men at its first meeting Thursday, Octo- 
ber 5, 1949, at the Park Hotel, Madison, 
Wisconsin. 

Vice-President of the Association is 
J. H. Farrell, of the Ray-O-Vac Com- 
pany, and F. J. Mazer of Oscar Mayer 
and Company is Secretary. 

Directors for the first year are Don 
Weiland, Harold Haack, Homer Ellis, 
P. M. Fairchild, R. A. Ejissfeldt and R. 
G. Jewson. 

Dean Fay H. Elwell of the University 
of Wisconsin School of Commerce, was 
made an honorary member. 

The Madison group, which is affiliated 
with the National Association of Credit 
Men, will meet monthly. 

E. B. Moran, Manager, Central Divi- 
sion, National Association of Credit Men, 
Chicago, and H. S. Garness, Secretary, 
Milwaukee Association of Credit Men, 
Milwaukee, assisted in the organization 
of this new Association. 


+ 

Louisville: The Reverend Laurence Hall 
will speak on “Take time to look at life” 
at the annual Thanksgiving dinner meet- 
ing of the Louisville Credit Men’s As- 
sociation of Monday, November 21. 
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C. Callaway, Jr. 
Heads Program at 
S. E. Conference 


Memphis : The Memphis Association of 
Credit Men entertained the other regional 
Associations October 13, 14 and 15 when 
Memphis was the scene of the Southeast- 
ern Credit Conference. 

Following all-day registration and an 
Open House in the afternoon the pro- 
gram proper commenced with a banquet 
on the evening of Thursday, October 13, 
at which the featured speaker was Ernest 
Robert Rosse, humorist, whose subject 
was “The Safety Valve of Sanity.” 

Friday morning’s program, after the 
usual welcomes, commenced with an ad- 
dress on “The Credit Profession” by 
National President C. Callaway, Jr. Fol- 
lowing his speech a charter of affiliation 
was presented to the newly formed Nash- 
ville Association. The morning session 
was brought to a close with the keynote 
address, delivered by Executive Manager 
Henry H. Heimann. 

The afternoon session featured a report 
by Past President Paul W. Miller on 
the progress of the Credit Research 
Foundation, an address on the Chandler 
Act by Walter Chandler, Memphis attor- 
ney and former Congressman and mayor 
of Memphis. Leo E. Jones, General Cred- 
it Manager of the Arkansas Fuel Oil Co., 
Shreveport, La., rounded out the after- 
noon with a talk on “The Credit Depart- 
ment—Its Function and How It May Be 
Improved.” 

On Saturday morning, October 15, 
while the visiting ladies were being taken 
on an automobile tour of the city, and 
the Secretary-Managers held a confer- 
ence, the delegates split into six industry 
groups each featuring an address and a 
roundtable discussion. The conference ad- 
journed at noon. 


Devaluation is Discussed 
at Philadelphia Meeting 


Philadelphia: The Credit Men’s Asso- 
ciation of Eastern Pennsylvania heard a 
talk on the devaluation of foreign cur- 
rencies during their October 27 luncheon 
meeting. The speech was delivered by C. 
Robert Haines, Vice-President of the 
Corn Exchange National Bank and Trust 
Company. 
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Annual District 
Conference Held 
At Albany, N. Y. 


Albany: The Hotel Ten Eyck was the 
scene of the annual Tri-State Confer- 
ence of District Two on October 13, 14 
and 15. A large delegation of members 
attended from Associations in New York, 
New Jersey, Eastern Pennsylvania and 
Maryland. David A. Weir, Assistant 
Executive Manager and Secretary of 
the National Association, represented 
the National office at the conference and 
gave an address during the annual ban- 
quet. 

The conference went on record as 
supporting the findings of the Hoover 
Committee with a strong resolution, 
copies of which have been sent to all 
the Senators and Congressmen from the 
States represented at the conference. An- 
other strongly worded resolution empha- 
sized the responsibility of credit execu- 
tives in maintaining a stable volume of 
credit, formerly dependent on factors 
“inoperative or largely ineffective” to- 
day. The complete resolutions follow. 


Economy in Government 


WHEREAS, the delegates to this Tri- 
State Conference, District No. 2, of the 
National Association of Credit Men rep- 
resent sixty-five hundred (6,500)—Man- 
ufacturers, Jobbers, Wholesalers, Banks 
and Financial Agencies—large and small 
—in the States of New York, New Jer- 
sey, Eastern Pennsylvania, and Mary- 
land, and 
WHEREAS, these delegates are all 
aware of the many inefficiencies in the 
management of our National Govern- 
ment, of the duplications of positions, 
agencies, bureaus, functions, etc. and the 
resultant great waste of time and money, 
and 
WHEREAS, there is in the hands of the 
National Administration and of the Con- 
gress a most painstaking report and con- 
structive plan (The Hoover Report)— 
for the reorganization of the Federal 
Government on efficient and economical 
lines, and 
WHEREAS, this report has received the 
acclaim of all thinking people, and 
WHEREAS, the Administration and 
the Congress are to be congratulated on 
those measures already taken to make 
some part of the recommendations oper- 
ative,— 
NOW, THEREFORE, it is the senti- 
ment of the delegates to this Conference 
that the Administration, every Senator 
and every Congressman—regardless of 
party affiliation—should bend every ef- 
fort to ensure early passage of needed 
legislation, and adoption of regulations, 
to make the remaining recommendations 
effective so that we may have efficient 
and economical government at the ear- 
liest possible moment. 

Your committee recommends that the 
secretary of the Conference be instructed 


to mail a copy of this RESOLUTION, 
with an appropriate letter, to the Presi- 
dent of the United States, and to all 
Senators and Congressmen from _ the 
separate States here represented. 


Developing Executive Leadership 


WHEREAS, it is generally agreed that 
wide fluctuations in the volume of credit 
are undesirable, and 

WHEREAS, it would appear that those 
factors heretofore relied on are either 
inoperative or largely ineffective—nota- 
bly the Gold Standard—the maintenance 
of an annually balanced national budget 
—the limitation of Federal Reserve credit 
by relating its volume to the stock of 
gold and the volume of self-liquidating, 
eligible commercial paper—the limitation 
of the outstanding credit of commercial 
banks by the system of fractional reserves 
—and the enforced dependence of the 
Government on the free, open, and com- 
petitive market for the borrowing of 
funds, and— 

WHEREAS, it would appear, therefore, 
that the maintenance of a stable volume 
of credit will be largely the responsibility 
of credit grantors, and that they have a 
distinctive responsibility for public guid- 
ance and leadership, and 

WHEREAS, the credit executive is 
also an important factor in the mainte- 
nance of that ever increasing volume of 
production and sales so necessary for our 
national well-being, and the well-being 
of his individual firm— 
THEREFORE, BE IT RESOLVED by 
those in attendance at this 34th Tri-State 
Conference of the Second District of the 
National Association of Credit Men, 
that it is the duty of the Credit Execu- 
tive to equip himself for these great re- 
sponsibilities by education—by constant 
study—by contact with others in his own 
and other fields, and by active participa- 
tion in the work of his local and national 
associations dedicated to these same pur- 
poses, and 

BE IT FURTHER RESOLVED that it 
is the duty of Top Management to require 
that its credit executives be so equipped— 
to the end that all industry might more 
fully contribute to the National Welfare. 
RESOLVED that the Conference Secre- 
tary be instructed to send a copy of this 
RESOLUTION to the Board of Direc- 
tors of the National Association of Credit 
Men to the end that they might actively 
publicize the great responsibility to the 
Credit Executives and also to°Top Man- 
agement. 


New Education Associate 
Is Speaker at Binghamton 


Binghamton: Henry G. Buckwalter, 
Associate Director of Education of the 
National Association of Credit Men, ad- 
dressed the members of the Triple Cities 
Association of Credit Men on October 18. 
His subject was “Improving Your Pro- 
fessional Status.” 

The education committee of the Triple 
Cities Association is offering an en- 
tirely new course which commenced 
October 24 at Triple Cities College titled 
“Successful Office Techniques.” 


400 Delegates _——: 


Attend Southwest.‘ 
Conference at Waco 


Waco: The Southwest Credit Confer- 
ence, sponsored this year by the Waco 
Wholesale Credit Men’s Association at. 
the Roosevelt Hotel, lived up to the 
standard set in previous years. 


The conference got under way Thurs- 
day, September 22, with the first full ses- 
sion commencing after luncheon. The 
program contained talks by several out- 
standing speakers, among them National 
President C. Callaway, Jr., Crystal 
Springs Bleachery, who spoke during the 
banquet on Thursday evening; Execu- 
tive Manager Henry H. Heimann; Wat- 
rous H. Irons, Vice-President of the Fed- 
eral Reserve Bank of Dallas, and Ed C. 
Burris, Executive Vice-President of the 
Texas Manufacturers’ Association. 

Over 400 delegates attended the con- 
ference from six Southwestern states. 
This was the first time since 1941 that 
Waco has been host. 


Kenneth Block Is 
New PR Director of 


Chicago Association 


Chicago: Kenneth E. Block has been 
appointed Director of Public Relations 
for the Chicago Association of Credit 
Men. He assumed his new duties Octo- 
ber 15. 


Mr. Block is a native of Illinois and 
a graduate of Marquette University. 
For some time he was connected with the 
public schools of Champaign, IIl., and 
with the University of Illinois. He was 
in the service from 1941 to 1946 and 
since being relieved from active duty 
has been assistant to Alvin A. Smith, 
Executive Manager of the Honolulu 
Association. 
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Springfield 
WESTERN 





Kansas City Joplin 


MISSOURI 


ASSOCIATION PRESIDENTS 


Each month during the Fall and 
Winter months it is our happy 
privilege to salute a few of the out- 
standing credit executives of the 
country who have been selected to 
guide their Associations through a 
new year. This month it is with par- 
ticular pleasure that we do so, for, 
for the first time, we have an op- 
portunity to present the leaders of 
two Association “teams” from West- 
ern Missouri and California. 

There are several such teams. To 
mention only a few, besides the two 
above, there is the Eastern Missouri 
team—St. Louis, Cape Girardeau, 
Hannibal and Jefferson City; the 
Northern Ohio team, comprising 
Cleveland, Akron, Canton and Mans- 
field; and the Western Pennsylvania 
team of Pittsburgh, Altoona and 
Johnstown. 

These teams within the National 
team cannot but strengthen the al- 
ready strong framework on which 
the greatest Association of business 
executives rests. They are, in short, 
“a good thing.” 

We introduce, reading from left 
to right, top to bottom: 
Tampa—E. J. Keefe, president, E. 

J. Keefe & Co. 

Springfield—J. W. Adams, Ozark 





Manufacturing & Supply Co. 
Kansas City—J. F. Youngman, as- 
sistant secretary and credit mana- 
ger, McKesson & Robbins, Inc. 
Joplin—V. E. Scott, credit manager, 
Joplin Auto Supply Co. 
Indianapolis—James R. McKoy, 
president, Century Paper Co. 
Omaha—E. R. Morgan, district 
credit manager, Armour & Co. 
Denver—George C. Mueller, secre- 
tary-treasurer, Timpte Bros. Inc.* 
Allentown—Clarence A. Kistler, 
credit manager, Bittner-Hunsicker 


& Co. 

Evansville—O. J. Gillick, credit 
manager, Standard Oil Co., Evans- 
ville Division. 

Youngstown—E. E. Opre, assistant 
vice-president, Mahoning National 
Bank. 

Stockton—T. V. Schmidt, credit 
manager, Gravem-Inglis Baking 
Co. 

San Francisco—M. C. Ulmer, credit 
manager, Zellerbach Paper Co. 
Fresno—William Von Elm, Anglo 

California National Bank. 

Sacramento—J. S. Van Alstyne, 
partner, Van Alstyne & Son Elec- 
tric Co. 





* Retiring president 


Stockton San Francisco Fresno 


NORTHERN AND CENTRAL 





Indianapolis 





Denver 





Evansville 





Sacramento 


CALIFORNIA 


Six First Class 
Speakers Appear 
At Wis. Conference 


Green Bay: An unusually fine program 
was offered at the one-day Wisconsin- 
Upper Michigan Credit and Business 
Conference which was held at the Hotel 
Northland here October 25. The confer- 
ence is sponsored annually by the Central 
Wisconsin, Milwaukee and Northern Wis- 
consin-Michigan Associations of Credit 
Men. The last named, with headquarters 
at Green Bay, was this year’s host. 

There were six main addresses on the 
program. The speakers and their subjects 
were as follows: Joseph Horner, Jr., 
Business Manager of the Green Bay 
Press-Gazette, on “What is the news- 
paper business?”; Walter Kohler, Jr., 
President of the Vollrath Co., Sheboygan, 
on “The need for the application of the 
Hoover Commission reports”; Eugene 
Williams, of Williams, Williams and 
Meyer, Oshkosh, on “Legal pitfalls for 
credit men”; Fred V. Gardner, of Fred 
V. Gardner and Associates, Milwaukee, 
on “The use of breakeven points in credit 
thinking” ; Howell G. Evans, Vice-Presi- 
dent in charge of sales, Hamilton Manu- 
facturing Co., Two Rivers, on “Target 
for today’; and Executive Manager 
Henry H. Heimann on “Let’s look ahead.” 

In addition Frank Herbst, Herbst Shoe 
Co., a National Director, discussed the 
progress of the Credit Research Founda- 
tion and National Vice-President George 
H. Nippert, Procter & Gamble Distribut- 
ing Co., brought greetings from the Na- 
tional Association. 


Newark Forum Series 
Opens With Talk on 
Field Warehousing 


Newark: The New Jersey Association 
of Credit Executives opened its 1949 
forum series on October 18 with an ad- 
dress on field warehousing by T. C. Bran- 
deis, Jr., assistant secretary and treasurer 
of the Douglas-Guardian Warehouse Cor- 
poration. The address was followed by a 
question and answer session, a movie, a 
resume of the Tri-State conference at Al- 
bany, and a get-acquainted session. 


Everberg Makes Repeat 
Visit to Hartford Assn. 


Hartford: Carl B. Everberg, Boston at- 
torney and a regular contributor to 
CREDIT AND FINANCIAL MAN- 
AGEMENT, paid a return visit to the 
Hartford Association when he addressed 
their second meeting of the season at the 
Wethersfield Country Club. He spoke on 
“Legal highlights for business execu- 
tives.” 
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Business Associates 


Honor William Fraser 
On 50th Anniversary 


New York: William Fraser, J. P. Ste- 
vens & Co., Inc., was honored with a 
testimonial dinner commemorating fifty 
years with his company on Thursday, 
November 3, in the Perroquet Suite of 
the Waldorf-Astoria. By specific request 
the invitations were limited to approxi- 
mately 125 intimate friends, business as- 
sociates and those who served with Mr. 
Fraser in the National and New York 
Associations, of both of which he is a 
Past President. 

The committee arranging the dinner 
was headed by Harry J. Delaney, Mein- 
hard, Greeff & Co. Others on the com- 
mittee were L. D. Duncan, National Dis- 
tillers Products Corp., President of the 
New York Association; Executive Man- 
ager Henry H. Heimann; Past President 
William H. Pouch, Concrete Steel Co.; 
J. P. Maguire, John P. Maguire & Co., 
Inc.; A. D. Whiteside, President of Dun 
& Bradstreet, Inc., and Mortimer J. Davis, 
Executive Manager of the New York 
Association. 


Sutherland Speaks at 
Opening Meeting of 
New Luncheon Series 


Los Angeles: National Vice-President 
A. J. Sutherland, Security Trust and 
Savings Bank, San Diego, chose the 
challenging title of “Are you a credit 
man?” for the speech he delivered at the 
first of a “new look” series of luncheon 
meetings October 20th. He told his 
audience what it takes to be a credit 
man, and why. 


Friends of Robert Young, Beth- 
lehem,Steel Corporation, National 
Director for the Third District, will 
be sorry to hear that his father, 
Hugh Young, passed away on Mon- 
day, October 31. 


Shreveport to be 
Host to All-South 


Credit Conference 


Shreveport: During the recent South- 
western Conference at Waco, Texas, 
Shreveport was chosen as the host Asso- 
ciation for next year’s meeting. Imme- 
diately the Shreveport Association invited 
the Southeastern conference Associations 
to meet there, too. The invitation was ac- 
cepted with pleasure at the Southeastern 
conference at Memphis. As a result the 
joint conference next year will be repre- 
sentative of the entire South, and will 
probably be the largest regional confer- 
ence in NACM history. 


Financial Editors 
“M erry-Go-Round” Is 


Success at Chicago 


Chicago: “The Financial Merry-Go- 
Round,” the Chicago Association of 
Credit Men’s famous financial editors’ 
round table, took place Wednesday eve- 
ning, November 9, in the Illinois Room 
of the La Salle Hotel. 

William L. Ayers was the moderator. 
Those on the panel were: David Dillman, 
the Chicago Journal of Commerce; 
Philip F. Hampson, the Chicago Tribune; 
Edward A. Kandlik, the Sun-Times; 
Herman Gastrell Seely, the Chicago 
Daily News, and Robert P. Vanderpoel, 
the Chicago Herald-American. This 
annual event always draws a capacity 
crowd. 


Clevelanders Tour the 
Credit Departments of 
Four Member Companies 


Cleveland: Visits to the credit depart- 
ments of four of Cleveland’s prominent 
manufacturers featured the workshop pro- 
gram arranged by the educational com- 
mittee of the Cleveland Association of 
Credit Men on Wednesday, October 26. 

Following dinner in the cafeteria of 
the Cleveland Twist Drill Company, the 
party adjourned to the credit department 
of the company for an explanation by the 
credit manager of how his department 
functions. A similar tour was then 
made through the credit departments of 
the Lincoln Electric Company, the Wil- 
lard Storage Battery Company and the 
Weatherhead Company. 


Cincinnati Hears Talk 
On Guarantees, Etc. 


Cincinnati: James A. Nickerson, General 
Credit Manager of the Trailmobile Co., 
gave a talk on the use of guarantees, 
assignments and subordination in credit 
granting at the October 11 luncheon 
meeting of the Cincinnati Association of 
Credit Men. 
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Illinois Credit 
Conference Draws 
Many to Chicago 


Chicago: Registration was again high 
for the annual Illinois State Credit Con- 
ference which took place Wednesday, 
October 19, at the Sheraton Hotel under 
the sponsorship of the Chicago Associa- 
tion of Credit Men. A large delegation 
from Grand Rapids, Michigan, attended. 
Many other cities in Illinois and sur- 
rounding states were also represented. 

The program opened with addresses of 
welcome by Chicago President G. T. 
Thomas, Sherwin-Williams Company, 
and National Vice-President George H. 
Nippert, Procter and Gamble Distrib- 
uting Company, followed by three ad- 
dresses with question and answer periods 
after each talk. The speakers and their 
subjects were Karl J. Krause, Coopers, 
Inc., on “Today’s responsibilities of a 
credit executive ;” Joseph T. Meek, Ex- 
ecutive Secretary, Illinois Federation of 
Retail Association, on “Trends in IIli- 
nois ;” and Executive Manager Henry H. 
Heimann, on “Let’s look around.” 

The Rev. Laurence H. Hall, famous 
humorist of Portsmouth, Ohio, spoke on 
“Stuff and nonsense” during the luncheon. 

The afternoon was devoted to a panel 
discussion under the direction of A. L. 
Jones, Armour & Co., a Past President 
of the Chicago Association. Finally the 
delegates attended the annual Fall: dinner 
of the Chicago Association. Cal Tinney, 
newspaper and magazine writer, was the 
guest speaker. 


Finance Professor Is 
Speaker at First Forum 
of New York Chapter 


New York: The opening forum of the 
New York Chapter, National Institute of 
Credit, on Wednesday, November 2, was 
highlighted by an address by Dr. 
Maurice I. Hart, head of the department 
of banking and finance at Fordham Uni- 
versity. 

Taking as his subject “Determinants 
of tomorrow’s business,’ Dr. Hart dis- 
cussed the many factors which will affect 
American business during the next six 
months, such as Russian ownership of 
the atomic bomb, labor-management re- 
lations and currency devaluation. 


Wichita Meeting Series 
Off to a Fine Start 


Wichita: The opening meeting of the 
Wichita Association’s series was a red let- 
ter occasion. 119 people attended the joint 
meeting of wholesale and retail credit 
executives. 

David A. Weir, Secretary and Assis- 
tant Executive Manager of the National 
Association was the principal speaker and 
all present pronounced it a most success- 
ful meeting. 
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25 Qualify for 
Fellow Award in 


National Exams 


Fellow award of the National Insti- 

tute of Credit have passed all three 
parts of the examination and are eligible 
for diplomas, according to a statement by 
Dr. Carl D. Smith, Director of the Insti- 
tute. In all 43 candidates submitted pa- 
pers, some for the full examination, some 
in one or two sections. The requirements 
call for a passing mark in three sections— 
legal aspects of credit, credit management 
problems and human relations in credit. 

The following are the successful candi- 
dates: 

Thomas J. Adams, New Orleans, La.; 
Howard S. Almy, Providence, R. I.; Dale 
D. Ayers, Alhambra, Calif.; Frederic C. 
Besch, Los Angeles, Calif; Vivan H. 
Britton, East Lansing, Mich.; Vaughn R. 
Chase, Cincinnati, Ohio; Churchill D. 
Colburn, National City, Calif.; John Cun- 
ningham, Haddonfield, N. J.; Ronald I. 
Dennis, Toledo, Ohio; Robert O. Duncan, 
Baltimore, Md.; John L. Franks, San 
Marino, Calif.; Howard Gardner, San Di- 
ego, Calif.; John E. Hand, Dallas, Texas ; 
Thomas B. Kresge, South Pasadena, 
Calif.; Harold F. McGraw, Upper Darby, 
Pa.; Howard L. Meredith, Toledo, Ohio; 
Walter P. Myers, Lansing, Mich.; E. D. 
Paul, Dallas, Texas; H. Robert Sharman, 
Baltimore, Md.; Joseph W. Slattery, Eph- 
rata, Pa.; L. A. Soper, Jr., Los Angeles, 
Calif.; Virgil M. White, Los Angeles, 
Calif.; Edward J. Wright, San Diego, 
Calif.; William S. Zeigler, Philadelphia, 
Pa.; C. W. Grosskopf, Dallas, Texas. 


TT Fst award 0 candidates for the 


MEMBERSHIP PROGRESS 


REPORT 
May 1, 1949 to October 31, 1949 
Members 

Class AA Net Gain 10-31-49 Percent 
Chicago 28 2054 101.38% 
Louisville 9 1044 100.96 
Indianapolis 7 952 100.74 
Class A 

3oston 34 625 105.75% 
Seattle 21 655 103.31 
Baltimore 9 566 101.61 
Class B 
Denver 17 327. = 105.48% 
New Orleans 15 291 105.43 
San Diego 16 429 103.87 
Class C 

Houston 34 236 §=6.116.83% 
Syracuse 16 217 ~=—: 107.96 
Toledo 5 211 102.43 
Class D 

Columbus 15 126 §=113.51% 
Spokane 8 138 106.15 
San Antonio 3 151 102.02 
Class E 
Cape Girardeau 19 61 145.20% 
Elmira 8 54 117.39 
Nashville 6 54 112.50 





Dayton Is Scene 


of Annual Ohio 
Valley Conference 





Mrs. Lucy Geib Killmer, pictured at the 
Ohio Valley conference with National Mem- 
bership Chairman K. Calvin Sommer. 


Dayton: The annual two-day Ohio Val- 
ley Regional Conference was held in the 
Biltmore Hotel here October 14 and 15 
under the general chairmanship of Paul 
H. Hahn, Lowe Brothers Company. The 
conference theme was “Changing condi- 
tions demand credit vigilance.” 

Speakers during the conference included 
Tell Berna, National Machine Tool Build- 
ers’ Association, on “Profits and prog- 
ress”; John H. Wills, Northern Trust 
Company, Chicago, on “Current economic 
problems”, and Dr. Arthur S. Fleming, 
president of Ohio Wesleyan University, 
on “The work of the Hoover Commis- 
sion.” Messrs. Berna and Wills were the 
main speakers on the Friday morning and 
afternoon sessions, respectively, and Dr. 
Fleming spoke during the Friday evening 
banquet. 

Saturday’s program was devoted to 
panel discussions. The credit women held 
a breakfast on Sunday morning, October 
16, at which Mrs. Claud N. Chrisman, 
delegate to the UN conference at San 
Francisco, spoke. 


R. C. Wiison Reaches Top 
Branch of Masonic Tree 


Salt Lake City: R. C. Wilson, senior 
vice-president of the First Security Bank 
of Utah, and a Past National President, 
was one of three Utahns who recently 
were elevated to the highest rank in 
Scottish Rite Masonry—the 33rd degree. 
Known throughout Utah for his efforts 
in developing livestock and ram shows, 
Mr. Wilson has also been a leader in be- 
half of philanthropic and public projects. 
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The 
ZEBRA 


Corral 


Pittsburgh: On October 4th the Pitts- 
burgh herd held its 15th annual roundup 
which was attended by more than 40 
members including President Ivan L. 
Hillman, Dravo Corporation, three Past 
Presidents and six members of the Board 
of Directors. 

The evening’s business included elec- 
tion of officers. The results were as 
follows: W. E. Michel, Pittsburgh Auto 
Electric Co., Exalted Superzebd; John J. 
McCune, Pittsburgh Gage & Supply Co., 
Most Noble Zeb; R. S. Thompson, 
Houston-Starr Co. Royal Striper; 
Henry Yost, Yost Produce Co., Three 
Horsepower Burro; A. G. Keller, Mellon 
National Bank & Trust Co., Keeper of 
the Zoo, and Frank J. Hohman, Credit 
Association of Western Pennsylvania, 
Zebratary. 


. 

Oakland: On Friday September 30, 
1949 the Oakland Herd of the Royal Order 
of Zebras were hosts at the Annual Golf 
Tournament held at the Sequoyah Coun- 
try Club located in the foothills of Oak- 
land, California. 

A total of seventy-six (76) golfers 
started teeing off at 12:30 P.M. to vie for 
more than 45 prizes of various articles of 
merchandise which had been donated by 
the members of the San Francisco and 
Oakland Credit Associations. 

The tired golfers were joined at the 19th 
hole for refreshments by those credit men 
who were unable to get out for the golf. 
Otis Walker, Secretary-Manager of the 
Credit Managers Association of Northern 
and Central California, Past Grand Ex- 
alted Superzeb Herb Kelley of the Coast 
Envelope Corporation and Harry Mc- 
Mahon of Standard Oil Company of Cali- 
fornia were among those seen congratulat- 
ing the various winners. 

Early in the evening the golfers and 
non-golfers adjourned to the beautifully 
appointed main dining room of the Coun- 
try Club for an excellent dinner and en- 
tertainment provided by Chairman Leon 
Savignac of the James C. Paps Company 
of Oakland. Savignac had engaged Tom- 
my Tomsic with his accordion to enter- 
tain and lead the community singing and 
as a surprise introduced Ben Olsen of the 
Collection of the Wholesalers Credit Asso- 
ciation of Oakland who amazed the assem- 
bled audience with feats of magic and 
slight of hand tricks that would have put 
many a professional to shame. 

* 

San Diego: The Zebra herds of Los 
Angeles and San Diego will hold a joint 
roundup October 22 and 23 at Imig 
Manor. 
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Thorn Appointed to 
Research Foundation 
\AARVIN D. THORN has been ap- 


pointed Associate Director of Re- 
search of the Credit Research Founda- 
tion. Mr. Thorn took over his new duties 
on Monday, October 24. 

Since August 1937, except for four 
years in the Army Air Force, he has been 
associated with F. S. Moseley and Com- 
pany in New York. His work with this 
company was primarily concerned with 
gathering information for use in a thor- 
ough appraisal of short and long term fi- 
nancial arrangements with corporations, 
banks, and insurance companies. In his 
negotiations with numerous firms, he dealt 
with management at policy-making levels 
as well as handling many of the details 
involved in completing credit and other 
financial transactions. 


For a period of six years before his as- 
sociation with F. S. Moseley Company, 
Mr. Thorn was employed as an analyst 
on credit and financial reports with the 
National Credit Office. This work in- 
volved an analysis of management, of ac- 
counting and financial statements, and 
searching investigations as to the methods 
of operation and financing of both parent 
and affiliated companies. 

During World War II, he served as a 
Major in the Army Air Forces with spe- 
cific responsibilities in office organization 
and military and civilian personnel ad- 
ministration including the training of su- 
pervisors. Later in the war, he served as 
renegotiator and financial analyst with the 
War Department and the War Contract 
Price Adjustment Board. 

Mr. Thorn was educated at the Univer- 
sity of Illinois and at Columbia University 
from which he received the Bachelor of 
Science degree from the School of Busi- 
ness in 1931. He lives in New Rochelle, 
New York, and has two daughters, ages 
six and four. He is active in civic and 
church organizations in New Rochelle. 
For a number of years he has been treas- 
urer of the New York Academy of 
Sciences. 


"$00 Pow-Wow’ Is 
Opening Feature of 
Tri-State Meeting 


Sioux City, Iowa: Sioux City was the 
scene of the Tri-State Conference of 
Credit Associations in Iowa, Nebraska 
and South Dakota on Wednesday, Thurs- 
day and Friday, October 19, 20 and 21. 

The delegates assembled for a “Soo 
pow-wow” on the evening of October 19, 
with the program proper starting on the 
morning of the 20th, when Governor 
Beardsley of Iowa, addressed the meeting. 
The afternoon was spent in industry 
group meetings and the day came to close 
with a dance. 

Friday’s program started with a de- 
scription by Omaha Manager Gus P. 
Horn of his experiences on his recent visit 
to Japan. There followed a forum on 
membership conducted by the Des Moines 
Association and a talk on how to hold 
members by J. V. Rowe of the Waterloo 
Association. 

The afternoon’s speakers included J. D. 
Coon, attorney for the Sioux Falls Asso- 
ciation, and E. B. Moran, manager of the 
Central Division, NACM. Henry H. Hei- 
mann, Executive Manager, was the 
speaker at the closing banquet. 


Baltimore Hears Talk 
By Economist from the 
University of Virginia 


Baltimore: Dr. Elbert Alvis Kincaid, 
Professor of Economics at the University 
of Virginia, was the speaker at the first 
Fall dinner meeting of the Baltimore 
Association of Credit Men on Tuesday, 
October 25. His subject was “The cur- 
rent business situation and the immediate 
outlook,” 


Situations Wanted 


Young Man, college graduate, who majored in 
Mercantile Credit and accounting, and has some 
experience, seeks opportunity in credit field. 
Box N-1, Credit and Financial Management. 


Credit Manager, 14 years experience industrial 


credit. Thoroughly sales minded. Now em- 
ployed. Excellent background. Box N-2, Credit 
and Financial Management. 





Credit Manager or assistant available immediate- 
ly. Young sales conscious credit executive of 
prominent midwest machine tool manufacturer 
desires new connection as credit manager or as 
assistant to older department head. Excellent 
banking background includes 2 years as national 
bank examiner. Familiar with consignments, 
time sales, export financing, and foreign ex- 
change controls. Will locate anywhere. Com- 
plete history and references furnished upon re- 
quest. Box N-3, Credit and Financial Manage- 
ment. 





EXECUTIVE AVAILABLE 


As credit manager or assistant treasurer, fifteen 
years of heavy and varied experience in broad 
corporate affairs, including credit administra- 
tion. Mature judgment with flexibility, uni- 
versity graduate, age 39 and stable family man. 
Thoroughly “sales-minded” with ability to deal 
effectively with the public and work con- 
genially with others. Available on reasonable 
notice. Your reply will be considered in strict 
confidence. Box N-4, Credit and Financial 
Management. 
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News from the 


CREDIT WOMEN’S GROUPS 





Pictured above are five of the leading figures at the Western Inter-Group Conference. Left 
to right: Miss Elma Hanson, Seattle, conference chairman; Mrs. Aili Steinmetz, Seattle 
president; Miss Bess Marshall, Los Angeles; Mrs. Pauline Bressem, Portland, and Mrs. Ellen 
Anderson, Oakland. Miss Marshall is chairman, Mrs. Bressem vice-chairman, and Miss Hanson 
and Mrs. Anderson are members of the National Credit Women’s Executive Committee. 


_ Seattle: The second Western Inter- 

Group Conference of Credit Women held 
in the Olympic Hotel, Seattle, September 
23, 24 and 25, was attended by approxi- 
mately 100 credit women executives and 
assistants from Credit Womens’ Groups 
of Tacoma, Portland, San Francisco, 
Oakland, Los Angeles, San Diego and 
Seattle. Among the principal speakers of 
the Conference were Past National Pres- 
ident Ed Blaine, Jr. and R. W. Peterson, 
National Director and a member of the 
Credit Interchange Board of Governors, 
both of Seattle; Ed Moran, Director of 
Sales and Promotion, NACM, Chicago; 
Mrs. Pearl A. Wanamaker, Superintend- 
ent of Instruction of the State of Wash- 
ington; Miss Bess Marshall, Chairman, 
National Credit Women’s Executive 
Committee; Mrs. Pauline Bressem, Vice 
Chairman of the National Committee, and 
Mrs. Ellen Anderson, member of Com- 
mittee. A reception welcomed the dele- 
gates Friday evening with Portland and 
Tacoma Credit women acting as co-host- 
esses. An all-day business session was 
held on Saturday, followed by a reception 
Saturday evening at which time the offic- 
ers and trustees of the Seattle Association 
of Credit Men and their wives were 
guests of the credit women. At the Sun- 
day morning session, the delegates heard 
reports from the Presidents of the various 
groups with the conference adjourning at 
noon Sunday. Elma Hanson of the Seat- 
tle Credit Women’s Group was general 
chairman for the conference. 


St. Louis: Women credit executives 
from 30 cities attended the annual mid- 
west Wholesale Credit Women’s Con- 
ference, held at the Hotel Sheraton Octo- 
ber 21, 22 and 23. Miss Oma Koch and 
Miss Fanny Klein were co-chairmen of 
the conference. 

The first meeting, on the evening of 
Friday, October 21, took the form of 
an informal Hallow-E’en party. Business 
sessions started on Saturday morning. 

Speakers for the conference included 
Executive Manager Henry H. Heimann; 
National Director Victor C. Eggerding, 
Gaylord Container Corp.; Harry S. 
Gleick, of Washington University; Wil- 
liam H. Stead, vice-president of the Fed- 
eral Reserve Bank of St. Louis, and Dr. 
Cylvia A. Sorkin, assistant professor of 
commerce and finance at Washington 
University. 

Non-business features of the program 
included a Fall fashion clinic and style 
show and a tour of St. Louis. 

* 

Memphis: The Memphis Credit Wom- 
en’s Group entertained the visiting ladies 
during the Southeastern Credit Confer- 
ence which took place at the Hotel Pea- 
body, Memphis, October 13-15. Mrs. 
Ethel Cooper, President of the Group, 
welcomed the visitors during the general 
session Friday morning. Following the 
session they were entertained at a lunch- 
eon at which Mrs. C. Callaway, Jr., was 
an honor guest. 

The theme of the luncheon was “look- 
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ing through the crystal ball.” At the 
head table a large crystal flashed the name 
of each guest speaker as she was intro- 
duced. Speakers included National Com- 
mittee member Beath Robinson of Chat- 
tanooga, Marie Louise LaNoue of New 
Orleans, Anne Plummer of Birmingham 
and Altey New of Atlanta. 
e 


Toledo: The Toledo Credit Women held 
a cocktail party and buffet supper October 
5 at the home of Mrs. Amelia Britz. An 
auction of vacation-purchased articles held 
by the Ways and Means Committee real- 
ized $45.00. 


Waco: The Wholesale Credit Women’s 
3reakfast on Saturday morning, Septem- 
ber 24, in the lovely Ranch Room of the 
Hotel Roosevelt, was an _ outstanding 
affair of the Conference. 

Henry H. Heimann, Executive Man- 
ager, gave a most interesting talk on the 
activities of the credit women’s groups. 
As our principal speaker, he used for 
his topic, “Credit—Its Influence in 
World Affairs.” 

George H. Nippert, Vice-President of 
the National Association of Credit Men 
of Chicago, was special guest, and ex- 
yressed his confidence in the work that 
is being done by the credit women’s 
groups. 

Fortunate indeed were we to have 
National Director Charlie Cayten and 
his wife,“ from Dallas, and Mr. C. C. 
Heitmann, past-National Director from 
Fort Worth, also the presidents and 
secretary-managers from other Associa- 
tions in our district. 

Mrs. Jo Black, Amarillo Credit 
Women’s Club; Mrs. Bess B. Judd, Di- 
rector, Dallas Credit Managers’ Asso- 
ciation, and Miss Lila George, from 
Dallas; Miss Blanche Lotspeich and 
Mrs. Louis C. Jones, from Fort Worth; 
Miss Marion E. Wills, President, Whole- 
sale Credit Women’s Club of Houston, 
Mrs. Mildred Sutton, and Misses L. Susie 
Glueck, Alberta Sharp and Hazel Willi- 
ford, from Houston, and Miss Olive E. 
Wynn, from Breckenridge, a member of 
the Houston Association, were guests. 

In addition to the interesting program 
and the delicious breakfast, a number of 
attendance prizes were distributed and 
Leo W. Mayes, General Chairman of the 
Conference, and Vice-President of 
Behrens Drug Company, of Waco, pre- 
sented every lady present with a gold 
compact. 

e 


Kansas City: Eighty members and 
guests turned out for the first meeting 
of the season of the Kansas City Credit 
Women’s Group. “Know Your Associa- 
tion” was the theme of the meeting with 
five speakers, each handling a different 
phase of the subject. 

Membership benefits were discussed by 
Kansas City President, J. F. Youngman, 
McKesson & Robbins. Secretary-Man- 
ager, J. N. Ham, Jim Ham, and C. L. 
Eckert, Association Collection Manager, 
presented phases of Association func- 
tions. The women’s part was handled 
by President Helen Craighead. 
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Changing Price Levels 
(Continued from page 30) 


ROM the above examples, it can 

be readily seen that other balance 
sheet items can be adjusted to cur- 
rent cost as long as proper explana- 
tion is set forth in the offsetting 
account—“Unrealized Excess of 
Cost at Current Price Level Over 
Incurred Cost.” 

The Reserve to Prevent Impair- 
ment of Capital is properly a por- 
tion of the capital structure repre- 
senting a realization out of income 
of the capital needed to cover the 
continuing plant and inventory in- 
vestment. The Unrealized Excess 
Cost at Current Price Level Over 
the Net Cost Investment in plant 
and inventories, merely reflects the 
additional capital requirements 
(not yet realized) which will be 
needed to continue the existing 
plant and inventories at the. cur- 
rent cost price levels. In reality, 
this unrealized excess of replace- 
ment cost over cost is a charge 
against future earnings to be recov- 
ered as the plant assets expire and 
the inventories are turned over in 
operations if the current price levels 
continue. 

Thus as the adjusted depreciation 
to cover price level changes is pro- 
vided for out of current earnings, 
and Earned Surplus is adjusted to 
cover the accumulated depreciation 
effecting prior years, corresponding 
amounts should be transferred from 
the Unrealized Cost at Current 
Price Level Over Net Plant Invest- 
ment Cost to the Reserve to Pre- 
vent Capital Impairment Realized 
on Accrued Depreciation. There- 
fore, as the depreciable assets are 
used up the equivalent of the cap- 
ital required to replace them has 
been accumulated in the Reserve to 
Prevent Capital Impairment. Also 
as price levels change, the adjust- 
ment of the net plant investment 
and cost inventory investment to 
current value is rectified accordingly 
with an offset in the Unrealized 
Excess of Replacement Cost at Cur- 
rent Price Level Over Cost Account. 

The accounting suggested in the 
foregoing examples illustrates how 
the alleged impaired usefulness of 
the halance sheet may be overcome, 
government regulations permitting. 
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EXAMPLE I. 
Current Assets 
Plant Assets—Original Cost 
Less: Allowance for Depreciation 


TOTAL ASSETS 


Current Liabilities 

Capital Stock 

Reserve to Prevent Impairment of Capital: 
Realized on Accumulated Depreciation 

Earned Surplus 


TOTAL LIABILITIES 


EXAMPLE II. 
Current Assets 
Plant Assets—Cost at current price level 
Less: Allowance for Depreciation— 
Cost at current price level 


TOTAL ASSETS 


Current Liabilities 

Unrealized Excess of Cost at current price level 
Over Net Investment in Plant Assets......... 

Capital Stock 

Reserve to Prevent Impairment of Capital— 
Realized on Accumulated Depreciation........ 

Earned Surplus 


TOTAL LIABILITIES 


EXAMPLE III. 
Current Assets (With inventory at current replace- 
ment cost) 
Plant Assets—Cost at Current Price level 
Less: Allowance for Depreciation at Current Price 
level 


TOTAL ASSETS 


Current Liabilities 

Unrealized Excess of Cost at Current Price level 
Over Net Cost Investment in Plant 

Inventory Cost 


Capital Stock 

Reserve to Prevent Impairment of Capital Realized: 
On Accumulated Depreciation 
On Inventory Cost Increase 


Earned Surplus 


TOTAL LIABILITIES 


200,000 
500,000 
200,000 


$1,300,000 


600,000 


200,000 


700,000 
200,000 


$2,100,000 
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